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PREFACE 


The  study  here  presented  is  confined  to  superannuation 
schemes  for  teachers  in  public  schools  of  primary  and  secon- 
dary rank;  only  occasional  reference  is  made  to  similar  projects 
devised  for  the  benefit  of  professors  in  universities. 

Throughout  the  discussion,  the  terms  "pension,"  "retire- 
ment allowance,"  and  "annuity"  are  used  interchangeably 
when  no  confusion  of  meaning  can  result.  Students  of  retire- 
ment systems  no  longer  associate  the  first  of  these  words 
with  the  idea  of  charity. 

Little  is  said  in  the  ensuing  pages  with  respect  to  the 
remuneration  of  teachers;  for,  although  this  topic  might  well 
be  studied  along  with  pension  schemes  in  ordinary  circum- 
stances, the  disturbing  effects  of  the  Great  War  have  been 
such  as  to  make  any  recent  salary  statistics  altogether  mis- 
leading, particularly  when  taken  in  connection  with  maximum 
and  minimum  retirement  allowances  as  fixed  by  pension  laws 
enacted  several  years  ago. 

The  writer  wishes  to  acknowledge  his  obligations  to  the 
superintendents  of  education  for  all  the  provinces,  and  for 
several  cities,  of  Canada;  to  the  commissioners  of  education 
for  numerous  states  of  the  American  Republic;  and  to  Dr.  Clyde 
W.  Furst,  secretary  of  the  Carnegie  Foundation  for  the 
Advancement  of  Teaching — all  of  whom  have  responded 
promptly  and  courteously  to  letters  of  inciuiry  and  to  requests 
for  literature  l^earing  on  local  pension  schemes.  Without 
the  friendly  assistance  of  these  gentlemen,  a  good  part  of  this 
study  would  have  been  impossil)le. 


SUPERANNUATION  SCHEMES 
FOR  TEACHERS 


CHAPTER  I 

Introduction 

Before  entering  upon  a  discussion  of  theories  respecting 
the  superannuation  of  teachers  who  have  served  in  the  pubHc 
schools,  it  will  be  well  to  trace  briefly  the  evolution  of  the 
modern  complex  retirement  system  from  the  primitive  type 
of  pension  plan.  In  this  process  of  development  several 
distinct  stages  are  discernible,  the  more  important  of  which 
are  indicated  in  the  following  sketch. 

Pensions  for  teachers  had  their. origin  in  Germany,  which 
country  was  a  century  in  advance  of  most  other  European 
nations  in  the  adoption  of  state-controlled  schools  for  the 
masses.  At  l(>ast  as  early  as  1763,  Prussian  schoolmasters 
were  enjoying  the  protection  of  allowances  for  old  age  and 
disability;  and  even  more  definite  and  far-reaching  provisions 
for  such  grants  were  proclaimed  in  the  school-law  of  1794. 
The  allowance,  at  first,  was  a  direct  payment  out  of  current 
public  revenue;  indeed,  this  "straight  pension"  plan  is  still 
followed  throughout  the  greater  part  of  modern  Germany. 
In  course  of  time,  however,  four  states,  beginning  with  Bavaria, 
adopted  the  "contributory"  or  "assessment"  plan,  in  which 
the  teachers  were  to  bear  a  part  of  the  cost  of  the  project. 

While  this  change  was  being  accomplished  in  Germany, 
various  other  European  countries  were  inaugurating  pension 
systems  for  their  teachers:  Denmark,  for  example,  launched  a 
scheme  in  1814,  and  replaced  it  with  a  much  better  one  in 
1856.  North  America,  too,  was  falling  into  line:  the  retire- 
ment system  of  Ontario  dates  from  1853,  and  that  of  Quebec 
from  1856;  the  City  of  Chicago  entered  upon  its  plan  in  1893, 
while  the  teachers  of  New  Jersey  adopted  a  project  of  their 
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own  in  1896.  Though  most  of  these  systems  were  on  the 
contributory  i)hin.  none  of  them  introduced  an}'  important 
new  feature.  The  next  decided  step  in  advance  was  taken  b}^ 
Great  Britain,  in  the  Elementary  School  Teachers  Act  of 
1898,  which  provided  for  a  fixed  contribution  of  three  pounds 
by  each  man,  and  of  two  pounds  by  each  woman,  of  the 
employees  affected  bj^  the  scheme.  The  sums  thus  raised 
were  to  be  used,  with  the  accumulated  interest,  to  purchase 
life  annuities,  beginning  at  age  sixty-five.  This  is  the  "reserve 
plan" — as  distinguished  from  the  "cash  disbursement  plan," 
by  which  teachers  are  assessed  each  year  for  the  amount 
actually  necessary  to  provide  the  Ijcnefits  payable  during 
that  year.  Special  mortality  tables  were  prepared  by  actu- 
aries, and  the  computation  of  the  allowances  v\-as  placed  on  a 
scientific  basis.  The  teacher's  own  annuity  was  supplemented 
by  an  annual  grant  of  ten  shillings  for  each  year  of  service, 
which  grant  was  payable  out  of  current  government  revenue, 
as  needed.  Now  the  introduction  of  actuarial  methods  in 
reckoning  the  pension  was  a  very  important  innovation;  but 
the  "flat"  rate  of  assessment  emploj^ed  took  no  account  of 
ability  to  pay,  and  l^esides  did  not  relate  the  pension  to  salarj^ 
as  is  desirable  in  order  to  equalize  the  monetary  sacrifice 
that  attends  the  transition  from  active  service  to  retirement. 
Moreover,  the  "cash  disbursement  plan,"  rather  than  the 
"reserve  plan,"  was  followed  in  regard  to  the  government's 
share  of  the  expense;  in  other  words,  the  public  money  was 
not  made  to  earn  interest.  The  annual  appropriations  grew 
steadily  larger  as  more  and  more  of  the  teaching  body  reached 
the  pensionable  age,  and  the  increasing  burden  of  cost  invited 
dissatisfaction  of  the  taxpayer.  Furthermore,  since  few  pen- 
sions became  payable  during  the  first  several  years,  the  genera- 
tion that  launched  the  scheme  escaped  its  proper  share  of 
the  cost. 

These  disadvantages  of  the  British  scheme  were  eliminated 
in  the  independent  system  adopted  by  Scotland  in  1912. 
This  project  fixed  the  assessment  at  a  definite  percentage  of 
salary  and  the  allowance  at  a  certain  fraction  of  the  pen- 
sioner's average  wage  during  service.  It  specified  yearly 
appropriations  of  public  moneys,  approximately  equal  in 
amount;  these  sums,  together  with  the  employees'  contribu- 
tions, were  to  be  invested  at  the  highest  safe  rate,  thus  creating 
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a  fund  the  interest  on  wliich,  .supplemented  by  the  j'early 
deposits  of  teachers  and  state,  would  pay  the  benefits  as  they 
came  due.  Other  unique  features  of  the  scheme  were  pro- 
visions for  the  return  of  contributions  in  cases  of  withdrawal, 
and  for  the  retirement,  on  a  generous  allowance,  of  teachers 
already  beyond  middle  age  at  the  inception  of  the  scheme. 
The  rejection  of  the  English  plan  of  scientifically  computed 
annuities  must,  in  the  opinion  of  the  writer,  be  regarded  as  a 
retrogression;  but  this  lapse  was  at  least  balanced  by  the 
advance  made  through  the  new  features  just   mentioned. 

It  remained  for  later  systems  to  effect  a  combination 
of  the  merits  of  the  English  and  the  Scottish  schemes.  Before 
this  was  satisfactorily  accomplished,  numerous  variations 
had  been  attempted  in  various  parts  of  the  world.  Italy, 
for  instance,  evolved  a  project  of  which  the  teachers  were  to 
bear  the  entire  cost;  the  rates  were  to  be  determined  by  the 
age  of  the  contributor,  and  the  allowance  was  to  be  the  annuity 
purchased  b}^  the  deposits  in  each  individual  case.  As  might 
be  expected,  the  pensions  proved  to  be  small;  for,  as  a  rule, 
young  teachers  in  particular  object  to  an  assessment  rate 
high  enough  to  jaeld  adequate  returns.  Massachusetts,  in 
1913,  adopted  a  state-wide  sj^stem  (Boston  alone  ))eing 
excluded)  which,  though  embodying  such  features  as  the 
reserve  plan  for  teachers'  contributions,  scientificalh'  com- 
puted annuities,  percentage  rate  of  assessment,  and  refund  of 
deposits,  with  interest,  in  cases  of  withdrawal,  nevertheless 
did  not  use  the  reserve  plan  wilh  respect  to  the  state's  share 
in  the  expenditure. 

The  Pennsylvania  scheme,  v/hich  became  operative  in 
1919,  represents  the  final  stage  of  development.  In  this 
system,  the  teacher  contributes  yearly  a  sum  determined  by 
age  and  salarj-;  the  state  makes  a  somewhat  smaller  deposit; 
a  double  reserve  fund  is  thus  established.  The  pension  in 
each  case  is  simply  the  life  annuity  purchasable  with  the 
accumulated  contributions  of  employee  and  commonwealth. 
Much  the  same  method  is  followed  in  New  Jersey,  Vermont 
and  New  York.  The  close  resemblance  of  the  contracts  in 
the  Pennsylvania  plan  to  a  system  of  pure  endowment  policies, 
in  which  no  payment  is  made  at  death  except  a  return  of 
prc^miums,  is  at  once  evident. 
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CHAPTER  II 

Why    Should    Teachers   be    Pensioned? 

With  the  recent  rapid  spread  of  superannuation  systems 
for  teachers  throughout  the  civilized  world  has  come  a  wider 
conception  of  the  purpose  of  retirement  allowances;  and  the 
word  "pension,"  though  still  frequently  used  in  this  con- 
nection, has  acquired  a  new  connotation.  Not  many  years 
ago,  a  teaclier's  jx^nsion  was  looked  upon  as  a  charity — a 
philanthropic  measure  for  eking  out  the  insufficient  salary 
of  a  man  or  a  woman  whose  life  had  lieen  spent  in  social 
service.  Nowaday,  superannuation  schemes  are  regarded 
chiefly  as  a  means  for  promoting  the  interests  of  the  pu.l)lic, 
l)y  making  possible  the  comfortable  retirement  of  teachers 
who  have  become  incompetent  through  decline  of  their  mental 
or  physical  powers.  Moreover,  in  the  ])est  modern  systems, 
the  retirement  allowance — which  might  well  be  called  the 
insurance  benefit — is  paid  out  of  the  teacher's  own  savings, 
which  have  been  invested  for  him  from  year  to  year  l)y  the 
administrators  of  the  annuity  fund.  Though  it  is  true  that 
the  employee's  direct  contributions  are  generally  supplemented 
by  grants  from  the  public  revenue,  these  latter  allowances 
are  coming  to  l)e  thought  of  as  deferred  pay  to  which  the 
annuitant  has  an  undoul^ted  right.  For  instance,  in  the 
recent  pension  act  for  Vermont,  provision  is  made  to  the 
effect  that  a  teacher  who  withdraws  for  any  reason  after 
six  years  of  service  is  entitled  to  a  refund  of  all  contributions 
made  by  him  and  l)y  the  state  in  his  Indialf. 

In  the  preceding  chapter,  the  similarity  of  the  modci'ii 
pension  contract  to  the  genuine  endowment  policy  was  pointed 
out.  Th(>  ]-esemblance  is  even  more  striking  in  the  Transvaal 
teachers'  suix'i  annuation  scheme.  In  this  system,  the  em- 
ployees pay  into  the  central  fund  three  per  cent,  of  th(>ir 
yearl}^  salaries,  the  government  sets  aside  an  equal  sum  annu- 
ally, and  these  amounts,  with  four  per  cent,  compound  interest, 
are  returned  in  a  luni))  sum  to  the  contributor  at  the  age  of 
fifty-five.  Since  many  teachers  woultl  l)e  unable  to  invest 
such  a  sum  to  advantage,  the  more  common  plan  elsewhere 
is  to  pay  the  actuarially  equivalent  annuity — an  option  now 
offered  by  practically  all  insurance  companies  also. 
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Tlu*  fact  is  lliat  the  recent  clevelopiuent  of  superannua- 
tion systems  for  teachers  is  only  a  particular  manifestation  of 
a  general  tendency  toward  social  insurance.  The  Canadian 
Annuities  Act,  passed  in  1908  and  remodelled  in  1920,  makes 
provisions  l)y  which  any  resident  of  Canada  maj'^  tleposit 
his  savings  in  the  federal  treasury  toward  the  purchase  of  a 
deferred  or  an  immediate  annuity.  The  governments  of  many 
European  countries  offer  similar  facilities.  In  Germany, 
social  insurance  is  not  merely  optional;  it  is  compulsorij  for 
persons  whose  incomes  are  less  than  five  hundred  dollars  a 
year.  Even  conservative  England  has  now  (since  1912) 
mandatory  insurance  against  ill  health  and  unemployment; 
this  measure  affects  seventeen  million  or  more  of  th(>  workers 
in  that  country.  In  the  opinion  of  some  persons,  such  legisla- 
tion has  too  much  of  paternalism;  nevertheless;  its  economic 
wisdom  must  be  evident  to  anyone  who  will  consider  the 
significance  of  the  new  British  Pension  Act  which  came  into 
effect  on  the  first  day  of  January,  1920.  By  this  act,  every 
indigent  man  or  woman  who  has  reached  the  age  of  seventy 
is  to  receive  a  maximum  pension  of  ten  shillings  per  week. 
It  is  depressing  to  contc^nplate  the  precarious  existence  of 
the  two  hundred  and  twenty  thousand  aged  persons  under 
this  legislation,  who,  besides  being  faced  continually  with 
the  humilating  fact  that  they  are  objects  of  charity,  must^ 
in  some  cases  at  least — contrive  to  keep  the  wolf  from  the 
door  on  no  other  income  than  the  pitiful  one  above  mentioned. 

As  already  indicated,  the  typical  modern  superannuation 
system  for  teachers  is  in  effect  a  compulsory  insurance  scheme 
— though  the  "compulsory"  feature  is  in  reality  the  expression 
of  the  collective  will  of  the  teaching  body,  which  almost  inva- 
riably takes  the  initial  step  toward  providing  a  retirement  plan. 
It  may  be  asked,  -why  should  not  the  state,  instead  of  retain- 
ing a  proportion  of  the  teacher's  salary  and  demanding  that 
he  contribute  another  part,  leave  him  free  to  invest  his  savings 
as  he  chooses — whether  in  life  insurance  premiums,  or  in  a 
government  annuity,  or  otherwise?  And  why  should  retire- 
ment schemes  for  teachers  o?ily  be  advocated,  to  the  exclusion 
of  other  workers? 

To  the  first  of  these  questions  it  may  be  answered  that 
very  few  teachers,  as  inquiry  reveals,  voluntarily  and  syste- 
matically set  aside  a  quota  of  their  earnings  for  investment  at 
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compound  interest — which  is  practically  the  only  means  to  the 
desired  end  for  persons  on  small  salary  and  without  business 
training.  In  this  connection  we  quote  the  following  from 
the  fifteenth  annual  report  of  the  Carnegie  Foundation  for 
the  Advancement  of  Teaching: 

"That  college  salaries  should  be  raised,  no  one  will 
question.  Before  the  World  War  they  were  far  too  low. 
Few  know  the  straits  to  which  many  college  teachers  have 
been  reduced  in  the  past  three  years.  Even  the  large  increases 
recently  made  have  scarcely  kept  salaries  abreast  of  the  level 
of  rising  prices.  But  no  matter  what  level  salaries  reach — 
even  though  a  period  of  declining  prices  should  leave  the 
college  professor  with  his  present  salary  in  a  very  advantage- 
ous position — no  raise  of  the  level  of  salary  will  bring  about 
a  general  movement  on  the  part  of  teachers  to  set  aside  a 
part  of  their  income  for  old  age  protection.  This  is  the 
universal  testimony  of  experience,  and  the  reasons  lie  in  the 
qualities  of  human  nature.  No  matter  what  the  level  of 
salary,  the  time  will  never  come  wlien  provision  for  one's 
old  age  or  for  one's  dependents  can  be  made  without  a  measure 
of  self-control  and  self-denial.  Onl^'^  a  limited  number  of 
men  possess  these  qualities.  In  this  respect  teachers  are  not 
different  from  other  human  beings.  A  recent  inquiry,  which 
is  analyzed  in  the  Ninth  Bulletin  of  the  Foundation,  indicates 
that  nearly  20  per  cent,  of  college  teachers  do  not  even  carry 
insurance,  while  the  amount  usually  carried  by  instructors 
is  $2,000,  by  junior  professors  83,000,  and  by  full  professors 
$5,000. 

"In  addition  to  the  testimony  of  the  insurance  companies, 
the  Carnegie  Foundation  has  in  its  files  numerous  letters  from 
teachers,  heads  of  departments,  and  deans,  bearing  on  this 
matter.  The  universal  testimony  is  that  increases  of  salary 
are  not  devoted  to  savings  of  any  kind.  Save  in  rare  instances 
they  are  alisorbed  in  new  expenses.  The  habit  of  provision 
for  old  age  will  become  general  among  teachers  only  when, 
through  some  action  of  the  college  government,  such  provision 
becomes  a  part  of  the  contractual  arrangement,  as  between 
the  teacher  and  his  college.  In  this  respect  the  experience 
of  the  past  leaves  no  room  for  doubt." 
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To  the  second  of  the  queries  propounded  above — nameh', 
Why  shouhl  retirement  pUnis  be  advocated  for  teachers 
exclusively? — the  reply  is  that,  though  social  insurance  for 
all  workers  is  eminently  desirable,  there  are  very  good  reasons 
why  annuities  for  teachers  should  be  arranged  for  in  a  group 
by  themselves.  Among  these  reasons  is  the  obvious  one 
that  the  standard  of  living,  the  wages  received,  and  the  risks 
encountered  among  teachers  as  a  class  are  likely  to  differ 
widely  from  those  of  persons  engaged  in  certain  other  pro- 
fessions or  trades;  hence  a  premium  rate  which  would  be 
suital^le  for  a  school  employee  might  be  far  from  appropriate 
for  an  aeronaut  or  a  miner.  Again,  the  education  department 
of  a  government  has  on  its  records  an  account  of  the  age, 
the  salary  for  a  period  of  years,  the  term  of  service,  and  other 
data  relative  to  all  the  public  school  employees  of  the  state — 
all  of  which  must  he  accurately  known  before  an  annuity  can 
be  granted:  also,  from  the  nature  of  a  teacher's  tenure  of 
office,  it  is  a  simple  and  inexpensive  matter  for  the  department 
to  collect  premiums.  These  facts  indicate  a  decided  advan- 
tage to  be  gained  from  the  segregation  of  teachers  as  candidates 
for  annuities;  accordingly,  the  remainder  of  this  treatise  will 
be  confined  to  a  discussion  of  superannuation  and  disability 
allowances  for  teachers  exclusively,  leaving  it  for  others  to 
debate  the  question  of  insurance  for  similar  homogeneous 
groups. 

We  shall  now  undertake  an  analysis  of  the  main  argu- 
ments for  and  against  teachers'  pensions. 

(1)  It  is  frequently  urged  by  the  champions  of  retire- 
ment allowances  for  school  employees  that  the'  teacher  is 
poorly  paid;  that  he  often  has  an  income  far  smaller  than 
that  of  persons  engaged  in  certain  occupations  which  call 
for  much  less  of  preparation,  ability,  and  character;  that  his 
position,  and  usually  his  temperament  also,  close  to  him 
those  opportunities  for  gain  which  are  open  to  men  engaged 
in  other  callings;  that  his  work  is  of  a  peculiarly  responsible, 
difficult,  and  wearing  nature;  and  that  his  services  to  society 
have  a  unique  value.  For  these  various  reasons,  it  is  held, 
he  is  entitled  to  a  superannuation  income. 

Though  such  defences  as  these  manifestly  conceive  of 
the  pension  as  primarily  a  charity,  and  make  an  appeal  only 
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to  sentiment,  there  is  still  something  to  l^e  said  in  their  favor: 
indeed,  they  probably  carry  more  weight  with  the  benevolent 
minded  than  do  some  more  logical  reasonings.  It  is,  of 
course,  open  to  the  unsympathetic  to  rejoin  that  persons 
possessed  of  so  little  foresight  as  to  enter  a  poorly  remunerated 
vocation  have  only  themselves  to  blame  for  inadequate  income 
and  exhausting  labor.  This  type  of  critic  would  laugh  at 
the  idea  that  men  and  women  may  feel  themselves  "called" 
to  a  work  which,  in  the  opinion  of  many,  has  nothing  noble 
about  it.  Not  everyone  can  appreciate  the  thought  of  Presi- 
dent Butler  of  Columbia  when  he  wrote*: — 

"To  enter  the  teaching  profession  as  a  life  career  is,  in 
a  vast  majority  of  cases,  consciously  to  devote  one's  self  to  a 
missionary  undertaking  without  hope  of  adeciuate  material 
reward.      This  spirit  of  sacrifice  .      gives  to  American 

education  much  of  its  finest  quality,  and  has  thus  far  kept 
it  elevated  above  and  out  of  the  mire  of  a  blind  materialism." 

On  the-  other  hand,  it  may  1)e  freely  conceded  that  to 
plead  for  pensions  on  the  ground  of  meagre  salaries  is  to 
ignore  the  fact  that  within  a  few  years  after  a  retirement 
plan  has  gone  into  operation,  salaries  will  have  fallen  until  the 
total  value  of  the  teacher's  income,  the  annuity  prospect 
l^eing  taken  into  consideration,  has  reached  its  former  level. 
Indeed,  it  is  a  common  complaint  among  the  teachers  of 
Germany  and  the  civic  employees  of  England,  who  arc  directly 
concerned  in  a  retirement  plan  of  the  noncontributory  type, 
that  the  benefits  of  the  scheme  are  reckoned  too  high;  in 
other  words,  that  the  drop  in  salary  consequent  upon  the 
pension  legislation  would  more  than  purchase  the  government 
annuity  promised.  The  explanation  of  such  a  fall  in  wages 
is  simple  enough.  In  the  first  place,  school-boards  or  other 
employers  take  the  retirement  benefit  into  account  when 
drawing  up  their  salary  schedules;  in  the  second  place,  more 
and  more  novitiates,  attracted  by  the  prospect  of  a  "free" 
pension,  crowd  into  the  field — and  the  inevitable  law  connect- 
ing supply  and  price  comes  into  play. 

(2)  A  well-i)lanned  pension  scheme  relieves  the  teacher 
of  anxietv  regarding  the  future,  both  for  himself  and  for  his 
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dependents,  and  affords  a  modest  competence  upon  which, 
without  loss  of  dignity,  he  can  spend  his  declining  years  in 
comparative  comfort.  To  this  feature  no  valid  objection 
can  be  offered,  unless  it  be  that  school  employees  are  thereby 
made  a  privileged  class — a  point  which  has  already  been 
touched  upon  in  this  discussion.  As  a  further  comment  on 
this  aspect  of  the  matter,  it  may  be  remarked  that  the  sup- 
posed "privilege,"  in  the  type  of  retirement  plan  herein 
advocated,  amounts  to  this;  the  teachers  deposit  their  savings, 
either  as  direct  contributions  or  as  deferred  pay,  and  leave 
the  result  to  the  action  of  compound  interest  and  to  the  laws 
of  mortalit}'.  Any  other  group  of  workers  is  free  to  do  like- 
wise: Canadian  workmen,  for  example,  have  only  to  organize 
a  union  which  demands  as  a  condition  of  membership  that 
regular  contributions  be  made  toward  a  deferred  life  annuity 
purchased  from  the  federal  government.  Further,  since  the 
state's  share  in  the  teacher's  annuity  has  the  undeniable  effect 
of  lowering  the  salary  in  proportion  to  the  benefits  offered, 
the  total  sum  spent  on  education  is  not  increased  by  a  super- 
annuation scheme;  at  any  rate,  not  after  the  death  of  those 
teachers  who  are  beyond  middle  age  at  the  inauguration  of 
the  plan.  The  taxpayer,  then,  ultimately  profits  in  money 
by  pension  legislation  for  school  employees,  to  the  extent  of 
what  would  have  been  his  share  in  the  cost  of  public  charity 
for  certain  aged  teachers  who,  but  for  their  retirement  allow- 
ances, would  he  without  resources:  while  his  quota  of  the 
school-rates  will  no  longer  be  wasted  on  salaries  for  incapaci- 
tated instructors. 

(3)  This  l)rings  us  to  the  most  potent  of  all  reasons  for  a 
retirement  system  applicable  to  teachers:  namely,  that  the 
children  in  many  schools  are  thereby  saved  from  the  per- 
nicious influence  of  instructors  who,  though  no  longer  capable 
of  good  work,  are  compelled  by  lack  of  funds  to  continue  in 
their  employment.  Everyone  is  familiar  with  the  half- 
decrepit  woman  who  has  been  on  the  staff  of  an  urban  school 
for  so  long  that  no  superintendent  or  school-board  has  the 
hardihood  to  dismiss  her,  even  though  she  ruins  every  class 
entrusted  to  her:  everyone  knows,  too,  the  broken — though 
perhaps  only  middle-aged — rural  schoolmaster  who  is  obliged 
to  seek  a  new  post  each  term,  and  whose  pupils  learn  nothing 
except  habits  of  carelessness  and  a  contempt  for  discipline. 
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jNIanifestly  there  should  be  some  decent  means  of  eliminating 
these  types,  whose  defects  are  the  result  of  mental  and  physical 
decay;  a  properly  constituted  retirement  plan  is  such  a  means. 

It  is  well  to  consider  here  the  not  uncommon  charge  that 
pension  systems  sometimes  have  precisely  the  opposite  effect 
from  that  just  referred  to;  that,  in  other  words,  they  retain 
in  the  teaching  body  numbers  of  really  incapacitated  persons 
who  ought  not  to  be  in  the  school-room,  but  who  cling  to  their 
posts  as  liest  they  can  until  they  have  served  the  minimum 
number  of  years  required  as  a  condition  of  the  allowance. 
In  some  cases,  these  persons  would  retire  voluntarily  but  foi- 
the  annuity  prospect;  in  other  instances,  they  would  be  dis- 
missed v/ere  it  not  for  the  fact  that  school-boards  and  inspectors 
are  humane  enough  to  allow  them  the  opportunity  of  "earning" 
a  pension. 

Cases  of  this  sort  are  most  common  during  the  first  few 
years  following  the  establishment  of  a  pension  system.  Every 
such  system  finds  at  its  inception  a  number  of  teachers  already 
beyond  middle  age,  who,  in  order  to  fulfill  the  service  require- 
ments so  often  demanded,  must  continue  their  labors  into  the 
period  of  partial  decrepitude.  Satisfactory  provision  for  such 
employees  is  doubtless  one  of  the  most  diflacult  of  all  pension 
problems.  Ontario  has  attempted  a  partial  solution  by 
enacting  that  each  year  of  teaching  prior  to  the  inauguration 
of  the  recent  superannuation  plan  shall  count  as  a  half-year 
in  reckoning  the  term  of  service  of  the  annuitant.  In  Nova 
Scotia,  where  the  noncontributory  -plan  has  been  adopted, 
every  year  of  employment,  whether  before  or  since  the  estab- 
lishment of  the  system,  is  counted  equally  in  computing  the 
claim  to  a  pension.  The  law  for  Vermont  specifies  that  a 
teacher  aged  forty-five  or  over  at  the  adoption  of  the  scheme 
is  to  receive,  in  addition  to  such  annuity  as  may  be  purchasable 
with  the  contributions  made  by  and  for  him  after  the  passage 
of  the  act,  a  further  allowance  sufficient  to  make  his  maximum 
income  equal  to  one-half  his  average  salary  during  service. 
These  instances  serve  to  show  that  the  problem  in  hand  can 
be  solved — though  the  necessary  funds  must,  in  justice,  come 
from  the  ]niblic  treasury  and  not  from  the  contributions  of 
new  entrants.  The  expenditure  involved  is  defensible  on  the 
grounds  of  educational  efficiency  and  economy,  as  stated 
above.      Such  outlay   will  cease  within   a  few  years  from  the 
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adoption  of  the  retirement  plan,  when  death  will  have  removed 
those  time-worn  social  servants  for  whom  this  special  pro- 
vision has  Ijeen  made. 

It  may  be  added  that  those  systems,  now  becoming 
common,  which  provide  for  the  refund  of  the  teacher's  contri- 
butions on  demand,  often  with  interest,  should  facilitate, 
rather  than  hinder,  the  withdrawal  of  incapacitated  employees. 
A  similar  statement  is  true  of  disability  allowances,  which  are 
a  recognized  feature  of  many  plans. 

(4)  It  is  reasonable  to  suppose  that  a  good  retirement 
system  will  attract  into  the  vocation  more  teachers — in 
particular,  more  men — of  high  ability,  and  that  it  will  help  to 
counteract  the  tendency  of  talented  and  experienced  instruc- 
tors to  abandon  school-work  for  some  other  employment. 

There  can  be  little  doubt  that  the  pension  scheme  most 
effective  in  winning  recruits  is  of  the  type  which  permits  no 
confiscation  of  the  contributions  made  by  its  members. 
Indeed,  a  system  in  which  forfeitures  play  a  part  will  certainly 
repel  some  potential  teachers  who,  realizing  that  if  they  enter 
the  ranks  they  must  either  serve  for  a  lifetime  or  suffer  th'^ 
loss  of  a  considerable  part  of  their  earnings,  choose  some 
other  calling  for  which  they  have  perhaps  less  inclination  or 
aptitude. 

To  secure  recruits,  however,  may  be  a  very  different 
matter  from  holding  them  after  they  have  become  valuable 
because  of  experience  gained  in  the  school-room.  Almost 
all  pension  schemes  demand  that  a  specified  period  of  service, 
shall  be  rendered  by  the  teacher  if  he  is  to  receive  an  allowance: 
the  tacit  assumption  is  that  when  an  emploj^ee  has  served 
for  some  time  he  will  not  lightly  forfeit  the  prospect  of  a 
.substantial  annuity  which  will  be  his  right  if  he  remains  in 
harness  a  few  years  longer.  In  several  contributory  schemes 
now  in  operation,  the  employee's  direct  deposits  in  the  fund 
are  returned,  with  interest,  in  the  event  of  withdrawal  before 
the  completion  of  the  minimum  term  of  teaching;  but  with 
only  one  exception,  so  far  as  the  writer  has  been  able  to  learn, 
the  contributions  of  the  state  in  behalf  of  such  seceding 
employee  are  withheld,  on  the  principle  just  enunciated. 
The  exceptional  scheme  referred  to  is  that  of  Vermont,  by 
which    the    contributions    of    both    employee    and    state    are 
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refunded  in  cases  of  withdrawal  after  at  least  six  years  of  ser- 
vice; in  this  instance,  the  inducement  to  continue  teaching 
lies  in  the  fact  that  no  interest  is  paid  on  deposits  returned  to 
seceding  members  of  the  retirement  association. 

But,  even  if  no  forfeitures  of  any  sort  be  tolerated,  a 
superannuation  scheme  may  easily  be  made  conducive  to 
permanency  of  office.  Suppose  that,  by  the  terms  of  such  a 
scheme,  the  pension  cannot  begin  until  age  sixty,  regardless 
of  length  of  service.  The  employee  knows  that  if  he  continues 
to  teach  until  the  specified  age  he  is  assured  a  life  income  equal 
to  half  salary,  and  that  if  he  withdraws  even  a  very  few  years 
earlier  his  allowance  will  fall  short  of  what  is  necessary  for 
comfortable  subsistence.  The  required  incentive  to  prolonged 
service  is  thus  furnished  without  injustice  to  any  teacher. 

A  plan  somewhat  similar  to  that  just  outlined  was  used 
in  England  from  1898  to  1918.  The  teacher's  yearly  allow- 
ance, which  began  at  age  sixty-five,  was  the  annuit}^  purchased 
by  his  own  contributions  to  the  fund,  together  with  a  govern- 
ment grant  of  ten  shillings  (later  one  pound)  for  each  year 
of  service.  No  definite  term  of  teaching  was  specified  as  a 
condition  of  the  annuity  purchased  with  the  teacher's  own 
deposits,  which  annuity  therefore  depended  solely  upon  the 
number  of  contributions  made  (hence  upon  the  number  of 
years  of  service)  and  upon  the  interest  accumulated  thereon: 
but  the  state  grant  was  payable  only  to  an  employee  who  had 
taught  for  at  least  half  the  number  of  years  which  had  elapsed 
since  his  certification.  Even  this  latter  provision,  however, 
•  did  not  prevent  a  teacher  from  seceding,  if  he  chose  to  do  so, 
long  before  reaching  the  pensionable  age  of  sixty-five;  but 
such  separation  involved  the  loss  of  a  large  part  of  the  possible 
allowance,  though  there  was  no  forfeiture  of  any  fraction  of  th(> 
pension  actually  earned. 

Still  another  system  which  bears  some  resemblance  to 
the  one  above  proposed  is  that  of  Quebec.  In  this  schenu\ 
a  teacher  who  has  fulfilled  the  conditions  required  for  the 
pension  may  retire  at  fifty,  though  the  allowance  cannot 
begin  until  age  fifty-six. 

It  is  important  to  remember  that  a  retirement  system 
which  would  entice  able  teachers  into  the  school-room  would 
also  attract  and  hold  a  still  larger  proportion  of  the  only  half 
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efficient.  Indeed,  it  is  not  difficult  to  imagine  a  superannua- 
tion scheme  which  woukl  retain  many  incompetents  who, 
but  for  the  assurance  of  a  retirement  allowance,  would  drift 
into  other  employments.  Clearly,  careful  provisions  regarding 
the  standard  to  be  demanded  of  teachers  must  go  hand  in 
hand  with  pension  legislation. 

(5)  With  growing  recognition  of  the  fact  that  teachers' 
superannuation  schemes  are  only  a  phase  of  social  insurance, 
there  has  developed  a  decided  tendency,  as  evidenced  particu- 
larly by  recent  systems  in  the  United  States,  to  emphasize 
the  promotion  of  thrift  as  an  important  feature  of  a  good 
retirement  plan.  A  l^ulletin  issued  by  the  School  Employees' 
Retirement  Board  of  Pennsylvania,  in  explanation  of  the  act 
which  became  effective  in  that  state  in  1919,  contains  the 
following  frank  announcement: 

"The  Pennsylvania  Retirement  System  provides  for  the 
return  of  all  contributions  with  interest  at  4  per  centum, 
compounded  annually,  to  an  employe  who  for  any  reason 
separates  permanently  from  school  service  before  reaching 
the  retirement  age.  *  *  *  Young  teachers  who  expect 
to  teach  for  only  a  few  years  will  find  the  retirement  fund  a 
convenient  and  safe  savings  fund." 

The  first  draft  of  the  pension  bill  for  Vermont  went  still 
further.  The  regular  contribution  of  each  teacher  was  fixed 
at  5  per  cent,  of  salary;  l)ut  in  addition  he  was  invited  to  pay 
into  the  fund  as  much  more  as  he  wished,  to  accumulate  at 
interest  toward  his  retirement  allowance.  Though  the  legis- 
lature, before  passing  the  bill,  struck  out  the  clause  which 
provided  for  voluntary  deposits,  yet  it  is  highly  probable 
that  a  similar  proviso  will  be  adopted  elsewhere  in  the  near 
future:  for  the  Vermont  scheme,  drawn  up  with  the  valuable 
help  of  the  Carnegie  Foundation  for  the  Advancement  of 
Teaching  and  approved  by  the  National  Education  Associa- 
tion, is  being  carefully  considered  by  several  states  that  are 
now  on  the  eve  of  inaugurating  pension  systems. 

The  introduction  of  a  voluntary  savings  investment  pro- 
vision into  retirement  plans  should  silence  those  critics  who 
maintain  that  pensions  militate  against  thrift.  Whatever 
may  be  said  of  the  influence  of  the  "straight"  pension  in  this 
respect,  it  must  be  admitted  that  no  agency  could  do  much 
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more  than  the  originally  proposed  Vermont  plan  toward  the 
encouragement  of  systematic  saving.  In  fact,  any  contributory 
retirement  scheme  must,  by  directing  attention  to  the  im- 
portance of  providing  for  old  age  and  disability,  have  some 
effect  in  stimulating  the  participant  to  increase  his  prospective 
minimum  allowance  through  the  practice  of  economy.  Such 
contributory  plans  are  now  employed  in  many  of  the  countries 
of  Europe,  in  over  three-fourths  of  the  states  of  the  American 
Union,  in  four  of  the  nine  provincial  and  local  systems  of 
Canada,  as  well  as  in  New  Zealand  and  the  Transvaal. 

AVere  it  not  for  the  moral  and  psychological  influences 
of  the  contributory  feature,  a  "straight"  pension  system 
might  well  be  advocated,  provided  that  its  terms  were  such 
as  to  permit  no  forfeitures.  Such  a  scheme  has  the  advantage 
of  saving  considerable  clerical  work.  What  it  lacks,  however, 
is  the  incentive  to  thrift  and  to  self-reliance:  besides,  it  is  open 
to  misconstruction  by  the  public,  in  whose  opinion  it  ma}^ 
appear  charity — and  very  one-sided  charity  at  that. 

An  ideal  retirement  system,  then,  not  only  ensures  that 
teachers  shall  not  become  a  charge  on  the  state  after  their 
incapacitation,  but  it  also  encourages  the  habit  of  wise  saving 
and  investment.  Incidentally,  the  practical  training  in  thrift 
thus  offered  to  the  teacher  may  be  expected  to  react  in  some 
degree  upon  his  pupils;  while  the  consciousness  that  he  has 
no  occasion  for  anxiety  concerning  a  competence  for  his  old 
age  will  tend  to  improve  his  work. 

Such  are  the  most  important  pros  and  cons  of  pension 
schemes.  As  will  be  seen,  the  main  arguments  offered  in  their 
favor  are  that  they  make  for  better  schools  through  the 
elimination  of  incapacitated  employees,  that  they  tend  to 
induce  able  persons  to  adopt  teaching  as  a  permanent  career, 
and  that  they  can  be  made  conducive  to  thrift. 
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CHAPTER   III 

Basic  Principles  of  Pension  Schemes 

There  are  certain  basic  principles  on  which  any  gooil 
plan  for  the  superannuation  of  large  groups  of  teachers  must 
rest.  Some  of  these  fundamental  laws  are  almost  or  quite 
self-evident;  others  of  them  have  come  to  be  formulated  as 
the  result  of  study  of  the  successes  and  the  failures  which 
have  attended  pension  legislation  in  various  parts  of  the  world. 
The  following  summary  covers  the  more  important  features 
which  should  characterize  every  retirement  system. 

I.  It  should  be  of  unquestionable  financial  soundness; 
whatever  benefits  it  may  promise  should  be  guaranteed 
absolutely. 

II.  It  should  provide,  not  only  for  old  age  dependency 
and  for  earlier  disabilitj^,  but  also  for  the  return  of  contribu- 
tions in  case  of  death  or  withdrawal. 

III.  It  should  include  all  teachers  of  the  group  in  whose 
interests  it  has  been  organized. 

As  will  appear  in  the  course  of  the  discussion,  these  three 
features  are  not  mutually  independent,  but  are  correlated 
in  many  ways.  It  will  l)e  convenient,  hov/ever,  to  consider 
each  in  turn. 

(1)  That  a  pension  system  ought  to  afford  security  to 
all  concerned  therein  is  axiomatic:  yet  the  history  of  many 
such  systems  shows  conclusively  that  legislators  have  often, 
with  the  best  of  intentions,  adopted  plans  which  were  doomed 
from  the  outset  to  financial  failure.  The  collapse  of  such 
schemes  has  resulted  either  in  the  disappointment — in  some 
cases,  the  destitution — of  teachers  who  have  been  counting 
upon  a  retirement  allowance,  or  else  in  the  necessity  of  largely 
increased  appropriations  from  the  public  treasury  amid  a 
chorus  of  protests  from  taxpayers.  Various  instances  might 
be  cited  of  schemes  which  have  been  forced  to  declare  insol- 
vency. The  history  of  the  plan  adopted  by  New  York  City 
in  1894  will  serve  to  show  that  a  retirement  system  supported 
by  a  population  greater  than  half  that  of  Canada  may  still  be  far 
from  secure.  This  scheme  undertook  to  provide  for  annuities 
equal  to  one-half  the  final  salary,  with  a  minimum  of  six 
hundred  dollars,  to  all  teachers  who  had  given  thirty  years  of 
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service — fifteen  of  which  were  to  be  in  the  city.  The  funds 
necessary  to  maintain  the  project  were  to  be  provided  by 
teachers'  contributions  of  one  per  cent,  of  their  earnings,  and  bv 
income  from  donations,  deductions  from  salaries,  and  a  levy 
of  five  per  cent,  tax  on  the  excise  and  license  moneys  of  the  city. 
At  first,  all  went  well;  very  many  of  the  teachers  were  young 
at  the  outset  of  the  scheme,  hence  comparatively  few  claims 
were  payable  for  a  time.  Within  twenty  years  of  operation, 
however,  bankruptcy  was  imminent;  and  in  1915  the  allow- 
ances of  retired  employees  were  reduced  one-third.  The  pro- 
ject was  shortly  afterward  pronounced  insolvent,  and  was 
accordingly  abandoned. 

Some  of  the  reasons  for  the  collapse  of  the  New  York 
scheme  are  obvious,  in  the  light  of  experience  gained  through 
this  and  similar  failures.  The  city's  share  in  the  cost  was  made 
to  depend  upon  such  unreliable  sources  as  gifts  and  salary 
deductions;  even  the  revenue  expected  from  license  and 
excise  moneys  could  not  be  counted  on  for  the  amount  antici- 
pated. The  only  stable  element  in  the  fund  was  the  contribu- 
tions of  the  employees,  and  these  were  entirely  too  small; 
moreover,  the  age  at  which  the  annuity  might  begin  was  too 
low.  Passing  over  the  instance  of  a  teacher  who  could  claim 
the  full  pension  after  contributing  for  only  fifteen  years, 
let  us  suppose  the  case  of  a  woman  who,  after  serving  for 
thirty  years  in  the  city,  retired  at  the  age  of  fifty.  Assume 
further  that  her  salary  was  one  thousand  dollars.  Her  con- 
tributions to  the  fund  would  be  ten  dollars  annuall}^;  at  four 
per  cent,  compound  interest,  they  would  amount,  if  paid  in 
advance  each  year,  to  .S583.29  at  the  time  of  her  retirement. 
This  sum — according  to  the  rates  which  are  employed  by  the 
Canadian  Government  Annuities  Bureau,  and  which  are  con- 
sidered exceptionally  liberal — would  purchase  for  her  a  life 
annuity  of  only  $41;  j^et  the  minimum  pension  paid  her 
on  the  New  York  plan  was  S600.  Further,  wages  increased 
very  considerably  during  the  twenty'  j^ears  throughout  which 
the  project  remained  solvent;  hence  the  half-salary  pensions 
toward  the  close  were  much  larger  than  had  been  anticipated, 
and  were  not  warranted  by  the  relatively  small  contributions 
of  earlier  years. 

The  foregoing  brief  review  serves  to  emphasize  the  need 
of  expert  assistance  in  the  planning  of  a  retirement  scheme. 
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Had  an  actuary  been  consulted  l)y  the  committee  that  framed 
the  New  York  plan,  he  would  have  pointed  out  the  inadequacy 
of  the  funds  intended  to  meet  the  proposed  payments.  He 
would  also  have  shown  the  necessity  of  specifying  a  longer 
term  of  service — or  at  any  rate  a  higher  minimum  age — as  a 
condition  of  the  pension.  As  stated  above,  a  teacher  could, 
on  the  plan  adopted,  fulfill  by  the  age  of  fifty,  or  even  earlier, 
all  the  requirements  for  the  maximum  allowance;  in  which 
case  her  accumulated  contributions  would  pay  for  a  life 
annuity  of  only  $41,  beginning  at  retirement.  But,  had 
such  teacher  served  for  forty  years  and  retired  at  age  sixty, 
her  payments  into  the  fund,  even  on  the  basis  of  one  per  cent, 
of  her  salary,  would  have  purchased  an  annuity  of  $85.50, 
or  more  than  double  of  that  above.  There  are  three  reasons 
for  the  marked  (relative)  difference  between  these  two  sums. 
One  of  these  reasons  is,  of  course,  the  fact  that  the  employee 
would  contribute  a  hundred  dollars  more  during  forty  years 
than  during  thirty  years.  Of  much  more  consequence,  how- 
ever, is  the  fact  that  each  contribution,  when  invested  at 
compound  interest,  increases  in  geometrical  progression;  for 
instance,  though  a  sum  of  money  only  doubles  itself  in  eighteen 
years  at  four  per  cent.,  it  quadruples  itself  in  about  thirty- 
six  years.  The  third  factor  in  the  matter  is  the  much  smaller 
expectation  of  life  among  persons  who  have  reached  the  age 
of  sixty  than  among  those  who  are  ten  years  younger. 

In  devising  a  pension  scheme,  the  actuary  faces  a  com- 
plicated prol)lem,  especially  if  no  return  of  contributions  is  to 
be  made  in  case  of  death  or  withdrawal.  After  collecting  and 
tabulating  data  as  regards  the  age,  the  sex,  the  term  of  prior 
service,  and  the  salary  of  each  teacher  in  the  force,  and  after 
making  careful  estimates,  based  on  past  records,  of  the 
probable  rates  of  death,  disability,  dismissal,  and  voluntary 
withdrawal,  as  well  as  of  the  rate  of  interest  likely  to  be 
earned  by  the  accumulated  funds  and  of  the  trend  of  wages, 
he  must  apply  all  these  facts  and  estimate^  with  mathe- 
matical precision  to  the  working  out  of  a  scale  of  contributions 
to  be  made  In'  employee  and  employer.  The  reader  may 
judge  how  likely  the  man  not  trained  in  such  work  would  be 
to  consider  all  these  complex  elements,  or  to  apply  them  pro- 
perly if  they  occurred  to  him;  yet  the  neglect  or  misapplication  of 
some  of  them  would  mean  ultimate  disaster,  as  the  failure  of  many 
pension  schemes  and  fraternal  societies  painfully  illustrates. 
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The  discussion  thus  far  shows  that  the  security  of  a 
superannuation  system  is  enhanced  by  observance  of  the 
following  rules: 

(a)  Actuarial  assistance  must  be  provided. 

(b)  Ample     and     definitely     computfMl     funds     must     be 
arranged  for. 

(c)  The  age  at  which  the  pension  may  begin  must  not  be 
too  low. 

We  now  proceed  to  consider  other  features  that  make  for 
stability. 

(d)  Although  a  pension  system  on  the  cash  disbursement 
plan  may  be  successfully  financed  on  the  vast  resources  of 
a  government,  the  reserve  plan  is  safer.  The  reason  for  this, 
however,  is  not  the  one  sometimes  given,  namely,  that  the 
reserve  plan  is  the  only  one  of  which  the  cost  can  be  accurately 
estimated  in  advance.  Obviously  an  actuary,  when  furnished 
with  the  data  above  outlined,  could  compute  the  total  cost  of  a 
system  on  the  cash  disbursement  plan  as  readily  as  that  of  a 
scheme  on  the  reserve  plan,  though  he  cannot  predict  the 
exact  expenditure  for  any  one  year.  Moreover,  it  is  impossible 
to  reckon  precisely,  even  in  reserve  plans,  the  effect  which 
withdrawal  of  employees  v/ill  have  upon  the  fund.  That 
this  rate  of  secession  is  a  very  important  element  in  the  matter 
is  apparent  when  we  consider  that  teachers  who  abandon 
the  work,  for  some  other  reason  than  disability,  generally 
forfeit  not  only  the  employer's  contributions,  l)ut  also,  in  many 
cases,  a  part  or  all  of  their  own  deposits  as  well.  In  fact,  a 
large  proportion  of  the  fund  in  some  systems  consists  of 
forfeitures  made  1)V  women  teachers  who.  after  a  few  years  in 
the  school  room,  resign  their  posts  in  order  to  l)e  married. 
To  be  sure,  the  actuary  can  use  the  rates  of  withdrawal  pre- 
vious to  the  inauguration  of  the  scheme  as  a  rough  indication 
of  future  conditions  in  this  respect:  but  manifestly  it  would  be 
unsafe,  as  well  as  inconsistent,  to  assume  that  retirement 
systems,  devised  expressly  to  retain  employees  in  the  service, 
will  have  no  effect  upon  the  rate  of  secession. 

The  real  reasons  why  tlie  reserve  phin  is  safer  than  the 
cash  disbursement  plan  will  be  more  ai)parent  after  considera- 
tion of  the  ways  in  which  the  two  plans  operate.  The  reserve 
method  calls  for  practically  the  same  annual  outlay  from  the 
outset,  thus  placing  a  due  share  of  the  cost  upon  the  genera- 
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tion  that  launched  the  scheme;  whereas  in  the  cash  disburse- 
ment plan  the  cost  of  benefits  increases  from  very  little  at  first 
to  a  formidable  maximum — sometimes  20  or  30  per  cent,  of 
the  pay  roll — about  forty  or  forty-five  years  after  the  incep- 
tion of  the  scheme,  since  at  that  time  even  those  teachers  who 
were  youngest  at  the  adoption  of  the  system  will  be  receiving 
their  allowances.  This  steady  increase  of  expenditure — an 
increase  prolonged  for  a  half-century — is  very  likely  to  call 
forth  from  the  public  a  demand — possibly  a  successful  one  — 
for  the  repeal  of  the  pension  act.  The  taxpayer  is  not  at 
all  disposed  to  regard  the  pension  as  deferred  pay,  and  he  does 
not  realize  that  a  maximum  expenditure  will  ever  be  reached. 
At  some  time  of  general  financial  stress  he  may  use  his  vote 
to  rid  himself  of  what  he  considers  an  intolerable  burden. 
Again,  a  reserve  fund  increases  rapidly  through  accumulated 
interest,  seeing  that  the  deposits  of  both  employee  and  state 
during  the  first  several  years  of  the  project  are  far  in  excess  of 
the  demands  upon  the  fund;  this  lessens  very  materially  the 
amounts  that  must  actually  be  paid  by  the  public.  Accord- 
ingly, the  scheme  is  strengthened  by  an  increase  in  resources 
and  by  absence  of  protest  against  unbearable  expense;  though, 
of  course,  had  the  money  been  left  in  the  hands  of  the  tax- 
payers till  actually  needed,  as  in  the  cash  disbursement  plan, 
it  might  have  earned  an  equal  or  a  higher  rate  of  interest. 
But  perhaps  the  strongest  argument  in  favor  of  the  reserve 
plan  as  a  factor  in  security  is  that  it  fairly  compels  preliminary 
and  periodical  subsequent  actuarial  investigations  which  will 
count  the  cost;  whereas  such  systematic  inquiries  are,  because 
apparently  unnecessary  and  certainly  expensive,  less  likely  to 
be  made  in  connection  with  a  cash  disbursement  plan.  At 
the  same  time,  it  may  be  conceded  that,  from  one  point  of 
view,  the  cash  disbursement  plan  is  the  safer  of  the  two;  for  it 
precludes  the  possible  unwise  investment  of  a  reserve  placed 
in  the  hand  of  the  administrators.  A  further  advantage  of 
this  "pay  as  you  go"  method  is  that  it  is  readily  understood 
by  the  taxpayer,  once  the  maximum  appropriations  have  been 
reached.  However,  if  we  assume  that  the  fund  is  in  com- 
petent hands  and  that  the  employees  bear  a  considerable  part 
of  the  expense,  these  two  merits  of  the  cash  disbursement 
plan  count  for  little  in  comparison  with  the  far  more  decided 
advantages  of  the  reserve  plan;  It  may  be  added  that  most 
European  systems  follow   the   cash   disbursement   plan,   as   do 
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many  of  those  in  North  America;  while  New  Zealand,  Trans- 
vaal, Ontario,  Penns34vania,  Vermont,  and  some  other  states 
of  the  American  Union  have  adopted  schemes  on  the  reserve 
plan. 

(e)  Further,  the  security  of  a  superannuation  scheme  is 
promoted  by  the  introduction  of  the  contributory  feature. 
Particularly  in  a  time  of  economic  pressure  there  is  a  possi- 
bilitj'  of  agitation  for  the  cancellation  of  noncontributory 
allowances,  on  the  plea  of  economy.  To  the  average  taxpayer, 
as  remarked  above,  a  "straight"  pension  appears  an  act  of 
benevolence;  that  salaries  have  been  correspondingly  reduced 
is  not  clear  to  him.  The  appropriation  of  funds  from  the 
treasury  for  the  support  of  a  "privileged  class"  seems  to 
him  a  great  waste  of  the  people's  money:  and  the  larger  the 
expenditure  the  more  violent  is  his  opposition.  But  when  the 
employees  themselves  are  bearing  a  considerable  proportion 
(e.g.,  one-half,  as  in  Ontario  and  Vermont)  of  the  cost  of  the 
plan,  the  objections  of  the  public  will  be  less  vigorous;  more- 
over, the  true  nature  of  the  project  as  a  system  of  insurance 
will  be  more  in  evidence.  That  such  considerations  as  these 
are  sometimes  taken  into  account  by  politicians  is  evident 
from  a  remark  made  by  Premier  Martin  of  Saskatchewan 
(formerly  Minister  of  Education  for  that  province)  in  an 
address  delivered  at  Regina  on  July  13,  1921.  The  Regina 
Leader  of  the  following  day  quoted  him  as  saying:  "A  non- 
contributory  scheme  (for  the  teachers  of  Saskatchewan) 
Avould  be  subject  to  much  criticism.  If  the  Government  were 
to  introduce  such  a  scheme  before  the  people  were  ready  for  it, 
they  would  vote  the  Government  out  and  elect  a  new  govern- 
ment that  would  cancel  it." 

(/)  Yet  another  important  element  in  the  stability  of  a 
retirement  system  is  the  basis  on  which  the  amount  of  the 
pension  is  determined.  At  least  nine  schemes  in  the  United 
States,  including  those  of  Boston  and  Buffalo,  fix  the  retire- 
ment allowance  as  a  certain  fraction  of  the  salary  received 
])y  the  pensioner  during  his. final  year  of  work.  Now  it  is 
undoubtedly  desirable  that  the  pension  should  .])ear  a  definite 
relation  to  the  annuitant's  former  yearly  income.  Except 
in  the  rarest  instances,  the  retirement  allowance  will  be 
smaller  that  the  wage  received  during  service;  and  the  fraction 
of  diminution  of  income  should  br  the  same  for  all  members 
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of  the  force,  so  far  as  this  is  possible.  For  instance,  if  a  teacher 
whose  salarj'  has  been  S2,000  receives  an  annuity  of  $1,500, 
the  allowance  of  an  employee  who  has  been  earning  $1,200 
ought  to  be  $900 — the  decreases  being  proportional  in  the 
two  cases,  and,  therefore,  as  equitable  as  they  can  be  made. 
The  matter  is.  however,  far  from  being  as  simple  as  the  fore- 
going instance  would  seem  to  indicate;  for  sudden  increases 
in  the  general  wage-scale  will  introduce  a  decided  element  of 
danger. 

Let  us  analyse  an  extreme,  though  actual,  case.  During 
the  past  five  years,  several  western  towns  of  Canada  have,  to 
the  certain  knowledge  of  the  writer,  doubled  the  salaries  of 
their  teachers,  even  when  no  appreciable  increase  in  population 
has  occurred  during  that  interval.  Similar — though  perhaps 
less  marked — advances  in  salary  are  reported  from  other 
parts  of  North  America.  Consider  the  instance  of  a  teacher 
who  needs  only  these  five  years  in  order  to  complete  the  thirty 
years  of  service  required  for  a  pension.  Suppose  that  during 
the  twenty-five  years  preceding  the  period  in  question  his 
salary  has  risen  from  $800  to  $1,200,  and  that  during  the  five 
years  of  al)normal  conditions  it  reached  $2,000.  Assuming 
only  such  pension  regulations  as  may  be  found  in  many 
schemes,  imagine  his  contributions — also  those  of  the  state 
on  his  behalf — to  be  two  and  one-half  per  cent,  of  his  earnings, 
and  his  allowance  three-fourths  of  his  final  salary.  If  the  rise 
in  income  has  been  uniform  during  each  of  the  two  periods, 
his  contributions  throughout  the  first  tw^enty-five  years  will 
be  $625,  and  during  the  final  five  years  they  will  be  $200 — 
making  a  total  of  $825,  or  just  $50  more  than  the  deposits 
would  have  lx»en  had  wages  remained  level  during  the  last 
five  years.  His  pension — three-fourths  of  the  final  salary  of 
$2,000— is  $1,500;  whereas  it  would  have  been  only  $900,  but 
for  the  sharp  rise  in  the  final  five  years.  Any  considerable 
number  of  cases  such  as  this  would  subject  the  fund  to  a 
serious  drain;  for,  in  the  instance  cited,  the  extra  $600  might 
have  to  be  paid  annually  for  twenty  years  or  more. 

A  modification  of  the  final  salary  basis,  now  becoming 
common,  makes  the  pension  a  fixed  fraction  of  the  average 
salary  during  the  last  fiv^e  or  ten  years  of  service.  This  has  the 
same  defect  as  the  plan  just  reviewed,  though  in  lesser 
degree.      Had  the  allowance,  in  the  case  above  analj'zcd,  been 
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three-fourths  of  the  average  salary  for  the  final  five  years,  it 
would  still  have  been  SI, 200. 

As  a  further  objection  to  the  terminal  salary  basis,  it  may 
be  said  that  there  has  been  a  tendency  in  some  localities  to 
reserve  certain  well-paid  posts,  such  as  inspectorships,  for 
those  teachers  who  have  the  necessarj'  political  sponsors — the 
appointment  being  made  on  the  eve  of  old  age  retirement, 
with  a  view  to  assuring  generous  pensions  to  a  series  of  senile 
employees,  each  of  whom  will  hold  his  new  office  for  only  that 
length  of  time  required  to  make  the  most  of  the  final  salary 
provision.  Such  an  abuse  makes  heavy  inroads  upon  the 
fund. 

The  dangers  and  complications  of  the  terminal  salary 
method  of  computing  the  allowance  are  avoided  in  the  "savings 
])ank  scheme,"  also  called  the  "compulsory  savings  and 
annuity  plan."  The  best  example  of  this,  among  pension 
schemes  for  teachers,  is  found  in  Vermont.  In  this  instance, 
each  teacher  contributes  a  certain  percentage  of  his  salary 
yearly:  the  state  deposits  annually  an  equal  sum  in  his  behalf; 
and  the  pension  is  simply'  the  annuity  purchasable  at  the  time 
of  retirement  with  the  accumulations  of  these  total  contri- 
butions, standard  mortality  tables  being  employed  in  the 
computation.  Not  only  is  the  pension,  reckoned  in  this  way, 
directly  related  to  salary  earned  during  service,  but  it  is  also 
made  to  depend  upon  age  at  retirement  and  upon  the  sex  of 
the  annuitant:  this  last  named  item  is  important,  seeing  that 
women  are  much  longer  lived  than  men.*  From  1898  to 
1918,  England  followed  a  similar  plan  with  respect  to  the 
teacher's  contribution,  though  the  state's  share  in  the  benefit 
was  a  fixed  amount  for  each  year  of  service.  Besides  Vermont, 
several  other  states  of  the  American  Republic  use  this  plan 
in  reckoning  the  annuity  earned  by  the  employee's  own  direct 
savings. 

(2)  We  now  i:)ass  to  an  examination  of  the  second  of  the 
general  principles,  which,  at  the  beginning  of  this  chapter, 
were  laid  down  as  fundamental  to  any  well-conceived  retire- 
ment scheme:  namely,  that  provision  should  be  made  not  only 
for  old  age  dependency  and  for  earlier  disability,  but  also  for 

*See  Appendix  A. 
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the  return  of  deposits  in  cas(>  of  death  or  of  withdrawal  from 
service  at  any  time. 

The  discussion  of  the  whole  question  of  benefits  will  be 
clarified  by  reference  to  insurance  and  endowment  policies 
offered  by  commercial  companies.  A  common  type  of  pure 
endowment  contract,  for  which  no  medical  examination  is 
necessary,  promises  the  pa>'ment  of  a  certain  lump  sum  (often 
with  any  dividends  that  may  have  accumulated)  at  the  end 
of  a  specified  term  of  years,  provided  that  the  assured  is  then 
living;  if  desired,  the  refund  may  take  the  form  of  an  actuarially 
equivalent  life  annuitj'.  In  the  event  of  the  death  of  the 
assured  before  the  expiration  of  the  period  during  which  the 
policy  is  to  run,  the  beneficiary  named  in  the  contract  is  to 
receive  a  sum  equal  to  the  total  premiums  paid.  Again,  a 
genuine  life  insurance  policy  guarantees  a  stipulated  refund  at 
death,  in  consideration  of  premiums  paid  either  for  a  term  of 
years  or  for  life;  while  a  disablement  policy  agrees  to  pay 
either  a  definite  lump  sum  on  proof  of  disability  or  else  a  fixed 
periodical  amount  so  long  as  incapacitation  continues.  Con- 
tracts commonly  sold  under  the  name  of  "endowment"  policies 
combine  life  insurance  with  pure  endowment. 

It  will  be  seen  that  the  underlying  idea  in  a  pure  endow- 
ment policy  is  radicall}^  different  from  that  in  a  contract 
which  insures  against  death  or  disablement.  In  the  former, 
the  company'  takes  no  risk,  except  that  of  the  loss  of  the 
agent's  commission  and  of  a  small  sum  for  other  expenses: 
in  the  latter,  there  is  the  constant  risk  that  a  claim  may  be 
made  after  only  one  premium  has  been  received  from  the 
insured.  Another  way  of  stating  the  matter  is  that  the  holder 
of  a  policy  on  the  pure  endowment  plan  simply  lends  a  sum  of 
money  each  year  to  the  company  at  a  more  or  less  indefinite 
rate  of  interest,  with  the  certainty  that  these  sums  will  be 
returned  either  to  him  or  to  his  representatives;  whereas  the 
man  who  takes  out  an  insurance  policy  does  so  with  the 
consciousness  that  the  essential  idea  of  the  scheme  is  co-opera- 
tion in  the  cost  of  benefits  which  may  be  needed  by  any  member 
of  the  group  insured,  but  which  will  actually  be  needed  by 
only  a  few. 

In  the  best  superannuation  schemes  for  teachers  the  pure 
endowment  plan,   with  guaranteed  interest  rate,  is  followed. 
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Much  more  common,  however,  is  a  sort  of  insurance,  to 
participate  in  the  benefits  of  which  the  contributor  must  give 
a  lifetime  of  service  in  the  schools — ^after  which  he  receives 
an  annuity  paid  in  large  part  out  of  the  deposits  of  his  colleagues 
who  have  seceded  or  died  before  completing  the  specified  term 
of  teaching. 

All  other  l^enefits  of  a  pension  system  are  so  directly 
dependent  upon  provisions  for  refund  at  death  or  withdrawal 
that  we  shall  deal  with  refunds  first  of  all.  When  it  is  con- 
sidered that  very  many  school  employees  have  someone 
dependent  upon  their  savings — wife  and  children,  or  the  aged 
parents  whom  women  teachers  support  in  countless  instances — 
the  necessity  of  a  return,  at  death,  of  at  least  the  contributions 
which  have  been  made,  and  the  injustice  of  using  these  deposits 
for  the  benefit  of  others,  ought  to  be  apparent  to  everyone: 
yet  many  schemes  provide  for  no  such  return.  Likewise,  only 
a  half-dozen  important  systems  allow  any  reflate  in  the  event 
of  withdrawal;  in  other  words,  the  correlate  of  the  "surrender 
value"  in  most  insurance  policies  is  withheld  in  the  majority 
of  superannuation  schemes.  Now  these  direct  contributions 
are  a  part  of  the  employee's  savings,  and  he  should  undoubtedly 
have  the  right  to  claim  them  on  demand— except  that  part 
which  has  actually  been  used  in  carrying  his  disability  risk. 
Clearl}^,  two  separate  funds  ought  to  be  maintained — one  for 
old  age  benefits,  and  the  other  for  disability  allowances. 
Toward  the  latter,  eligible  teachers  would  contribute  at  a  rate 
determined  each  year  by  the  actual  expenditure;  such  con- 
tributions, whether  made  by  or  for  the  teacher,  would  not 
be  returnable — for  the  same  reasons  that  i-)i'emiums  paid  for 
fire  insurance  are  not  returnable. 

Further,  when  the  principle  involved  in  the  return  of 
deposits  is  carried  to  its  logical  conclusion,  it  becomes  clear 
that,  since  the  pension  must  be  regarded  as  merely  deferred 
pay,  the  teacher  who  secedes  at  any  time  is  certainly  entitled 
to  a  proportionate  part  of  the  state  grant.  Those  schemes  in 
which  the  state  duplicates  the  yearly  deposits  of  the  employee 
ought  to  return  the  full  amount,  with  interest,  which  has  been 
contributed  by  and  for  that  employee  to  the  old-age  retire- 
ment fund.  The  nearest  approach  to  this  method  is  found  iu 
the  Vermont  system,  which  provides  for  this  double  refund, 
without   interest,  to  a  t(>acher  who  secedes  after  six  vears  of 
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service;  no  charge,  however,  is  made  for  disability  insurance. 

Assuming,  then,  that  rebate  in  case  of  withdrawal  or 
death  is  the  only  logical  and  fair  procedure,  we  are  in  a  position 
to  consider  the  question  of  benefits  for  old  age  and  for  dis- 
ability. Practically  all  schemes  offer  pensions  to  aged  teachers, 
though  the  recently  superseded  plan  launched  in  1896  by  the 
school  employees  of  New  Jersey  was  devised  for  disabled 
beneficiaries  onl3\  Since  it  is  a  simple  and  natural  stop  from 
provision  for  the  helplessness  of  senility  to  provision  for  the 
helplessness  of  premature  incapacitation,  most  systems  offer 
some  sort  of  protection  to  disabled  employees.  In  this  field, 
as  in  that  of  refunds,  the  Vermont  scheme  is  exceptionalh' 
generous;  it  provides  disability  allowances  up  to  half  salary 
for  teachers  who  have  given  six  years  of  service. 

The  amount  of  the  superannuation  benefit  is  naturally  an 
important  matter.  It  should  be  large  enough  to  furnish  a 
comfortable  subsistence:  at  the  same  time  it  should  not  be  so 
generous  as  to  encourage  retirement  at  too  early  an  age. 
The  "flat"  pension — an  annuity  which  is  the  same  for  all 
retired  teachers  regardless  of  salary — still  survives  in  some 
parts  of  North  America  (e.g.,  Maryland  and  Prince  Edward 
Island);  an  arrangement  which  sometimes  results  in  such 
anomalies  as  an  allowance  of  two  hundred  dollars  to  a  man 
who  has  been  earning  three  thousand — and,  at  the  other 
extreme,  an  income  greater  than  any  which  the  annuitant 
has  received  at  any  time  during  his  active  career.  The  more 
common  plan — that  of  making  the  pension  a  certain  fraction 
of  the  average  salary  during  the  last  five  or  ten  years  of 
service — has  already  been  discussed.  Not  only  does  this 
method  of  reckoning  allowances  introduce  an  element  of  un- 
certainty and  danger,  but  it  also  leads  to  inequitable  distribu- 
tion of  the  fund:  the  employee  who  retires  during  a  period 
when  salaries  are  inflated  receives  an  unduly  large  share  of 
the  pool,  while  his  colleague  whose  term  of  service  expires 
during  a  time  of  general  depre.ssion  must  accept  a  much 
smaller  allowance,  though  the  two  teachers  may  have  made 
practically  equal  contributions.  These  objections,  however, 
have  less  weight  when  the  average  salary  for  a  long  term  of 
years  is  used  as  a  basis  for  reckoning  the  pension.  Prol)al)ly 
the  best  way  of  computing  this  benefit  in  a  contributory 
system  is  that   described  a  few   pages  back:  the  employee's 
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contributions — to  the  superannuation  fund  only — ar(\  with 
the  accumulated  interest,  used  to  purchase  a  Hfe  annuity  at 
retirement,  and  the  state  dupUcates  this  allowance.  By  the 
selection  of  a  suitable  rate  of  assessment,  the  total  income  of 
the  annuitant — l)eginning  at  age  sixty,  after  thirty  or  thirty- 
five  years  of  service — can  be  made  eciual  to  one-half  or  two- 
thirds  of  his  former  salary. 

Three  possible  objections  to  this  latter  plan  require  some 
consideration.  These  are  that  (a)  the  method  provides  unduly 
large  ])en(>fits  for  early  entrants  and  (6)  very  small  ones  for 
late  entrants;  also  (c)  that  it  yields  an  insufficient  income  in 
cases  of  premature  disability. 

(fl)  It  is  true,  of  course,  that  the  employee  who  begins 
Avork  at  twenty  and  continues  to  teach  until  seventy  will, 
on  this  plan,  receive  a  comparatively  generous  allowance;  for 
not  only  has  he  made  many  contributions  to  the  superannua- 
tion fund,  but  also  these  deposits  have  had  a  long  time  in 
which  to  accumulate  interest.  Moreover,  an  annuity  beginning 
at  age  seventy  is  relatively  cheap.  To  claim,  however,  that 
this  employee  receives  too  large  an  allowance  is  as  unreasonable 
as  to  complain  of  the  good  fortune  of  a  person  in  some  other 
vocation  who  has  had  the  foresight  to  make  his  savings  since 
early  manhood  earn  interest  for  him.  In  either  instance, 
the  benefits  have  been  paid  for  by  the  one  who  receives  them. 
This  statement  applies  even  to  the  employer's  share  in  the 
teacher's  annuity;  for,  as  contended  throughout  this  discussion, 
such  share  is  merely  deferred  pay. 

ib)  Conversely  to  the  case  just  outlined,  the  late  entrant 
Avili  receive  a  small  annuity  on  retirement,  though  it  will  be 
of  the  pi'ccise  amount  for  which  he  has  paid.  As  a  matter  of 
fact,  few  persons  begin  teaching  at  middle  age:  and  the  few 
who  do  so  cannot  reasonably  expect  their  colleagues  to  be 
taxed  foi'  the  purpose  of  providing  a  fund  in  their  behalf.  A 
similar  icnuirk  applies  to  teachers  who  are  well  along  in  years 
at  th(>  iiicejition  of  the  j^ension  scheme;  the  public,  not  the 
teaching  l)ody,  must  furnish  allowances  for  these,  if  they  an^ 
to  l)e  pensioned.  To  be  sure,  teachers  sometimes  migrate 
from  a  jiiovince  or  state  which  has  no  su])erannuation  system 
to  anotJKM'  which  has  such  a  scheme;  and  the  greater  their 
i\<ir  at   mijiration  the  smaller  will  l)e  their  annuities  on  retire- 


mcnt.  This  difficulty,  however,  will  be  overeonie  when 
pension  schenK^s,  with  equitable  provision  for  refunds,  have 
become  universal — a  consummation  which,  to  judge  fi'om  the 
present  tendency,  is  not  far  distant.  Meanwhile,  some  of  the 
recent  systems  (e.g.,  that  of  Pennsylvania)  emplo}^  a  sliding 
scale  of  contributions,  the  employees  being  assessed  according 
to  age  at  entrance,  with  a  view  to  equalizing  the  retirement 
allowances. 

(c)  An  employee  who  Ijreaks  down  after  only  a  few  years 
of  service  would  indeed  be  jioorly  provided  for  if  he  had  to 
depend  on  the  annuity  foi-  which  he  had  paid.  This  shows 
the  importance — in  the  plan  under  •  discussion,  or  in  any 
other — of  a  separate  fund  for  disability  claims,  to  l)e  main- 
tained on  a  "mutual"  basis. 

It  may  be  added  that  a  coml)ination  of  the  final  salary 
method  and  of  the  savings  Inink  plan*  for  computing  the 
annuity  can  be  so  devised  as  to  afford  the  advantages  of 
both.  This  point  will  come  up  for  discussion  in  our  examina- 
tion of  the  Pennsylvania  scheme. 

This  brings  us  to  the  question  of  the  scale  of  contril)utions 
to  be  required  of  teachers,  since  obviously  the  amount  of  the 
retirement  allowance  depends  thereon.  Though  the  "flat" 
rate  of  assessment  is  sometimes  employed  (e.g.,  in  California 
at  present,  and  in  England  from  1898  to  1918),  the  more 
common  basis  is  a  percentage  of  salary.  Evidently  this  latter 
is  an  equitable  arrangement,  for  it  proportions  the  contribution 
to  the  employee's  ability  to  pay:  furthermore,  this  method 
affords  a  definite  basis  foi'  an  allowance  schedule. 

Some  of  the  salary  percentage  rates  of  contribution  by 
teachers  in  various  parts  of  the  world  are  as  follows:  Virginia, 
one;  Rochester  (N.Y.),  two;  Ontario,  two  and  one-half; 
Transvaal,  three;  Austria,  three  and  eight-tenths;  France, 
five;  Massachusetts,  up  to  seven;  District  of  Columbia,  up  to 
eight;  New  Zealand,  up  to  ten.  It  will  be  seen  that  some  of 
these  provide  for  a  possible  increase  of  assessment. 

In  a  system  which  does  not  permit  that  any  entrant 
shall  be  mulcted  of  his  contributions,  the  deposits  made  by 
and   for   the   teacher   ought   to   l)e   ten   per  cent,   of  salary,   if 
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adequate  protection  is  to  be  afforded.  This  is  the  rate  adopted 
by  the  federated  universities  of  England,  by  Harvard  in  its 
new  independent  scheme,  and  by  the  University  of  Toronto 
and  numerous  other  similar  institutions  that  participate  as 
associated  colleges  in  the  Teachers'  Insurance  and  Annuity 
Association  established  by  the  Carnegie  Foundation  for  the 
Advancement  of  Teaching.  The  age  at  which  the  annuity 
begins  is  fixed  by  the  Carnegie  Foundation  at  sixty-five;  but. 
seeing  that  teachers  in  ordinary  schools  begin  to  contribute 
much  younger  than  do  professors  in  colleges,  a  scheme  for 
instructors  in  such  lower  schools  may  well  provide  for  super- 
annuation at  sixty  or  sixty-two. 

In  the  final  chapter  of  this  discussion  will  be  found  the 
outline  of  a  scheme  which  calls  for  contributions  of  five  per 
cent,  of  salary  by  the  teacher  and  of  an  equal  annual  amount 
by  the  state.  A  superannuation  allowance  of  about  one-half 
of  the  average  salary  of  the  pensioner  is  therein  provided  for; 
also  a  disability  benefit,  and  full  refunds  at  deatli  or  with- 
drawal. 

In  concluding  our  studj^  of  benefits,  we  shall  deal  ])riefly 
Avith  the  disability  feature.  Provision  for  allowances  to 
incapacitated  teachers  who  have  served  for  only  a  few  years 
must  be  made  in  accordance  with  the  genuine  insurance  idea: 
namely,  the  pooling  of  small  contributions  by  all  the  members 
of  the  force  who,  on  entering  the  system,  have  passed  a  satis- 
factory medical  test^thc  fund  thus  created  being  used  to 
meet  the  needs  of  the  relatively  few  who  will  ever  draw  upon 
it.  Such  a  plan  has,  for  lack  of  data,  never  yet  been  workctl 
out  on  a  scientific  basis:  it  is,  however,  receiving  the  attention 
of  commercial  insurance  companies,  of  government  annuity 
bureaus,  and  of  administrators  of  superannuation  schemes. 
Whether  the  comparatively  small  risk  of  accident  among 
teachers  as  a  class  is  balanced  by  the  relatively  great  tendency 
of  the  group  toward  neurasthenic  and  tubercular  diseases  is  a 
Cjuestion  not  yet  decided.  Tiie  committee  that  drew  up  the 
Vermont  pension  system  foi'  teachers  found  the  cost  of  main- 
taining the  disability  fund  to  be  about  ten  per  cent.*  of  the 
total  expense  in  those  schemes  which  have  adopted  this 
feature.      However,    the    great    diversit}'    of    conditions    under 
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which  disablement  allowances  are  granted,  and  the  marked 
variations  in  the  amount  payable,  make  this  estimate  of  little 
worth.  In  the  Boston  scheme,  for  instance,  the  teacher  can 
claim  such  a  pension  after  only  two  years  of  work:  while  in 
the  former  New  Jersey  plan,  service  of  thirty-five  years  was 
the  condition  imposed.  Again,  some  schemes  (e.g.,  that  of 
California)  make  no  definite  provision  for  medical  examination 
of  the  beneficiary:  others  (e.g.,  that  of  New  Haven)  specify 
that  three  physicians  appointed  l)y  the  retirement  board  are 
to  report  upon  the  physical  or  mental  condition  of  the  applicant. 
Several  systems,  including  those  of  Ontario  and  Pennsylvania, 
specify  periodic  medical  inspection  of  the  pensioner.  Mani- 
festly, too,  there  may  be  the  widest  divergence  of  opinion  as  to 
what  constitutes  incapacitation;  the  range  of  beneficiaries 
extends  from  those  who  are  bedridden  to  those  who  are  able 
to  earn  considerable  incomes  in  other  vocations  than  teaching. 

The  writer  is  confident  that  a  plan  could  l)e  worked  out 
which  would  guarantee  a  disability  pension  to  a  teacher  who 
becomes  incapacitated  early  in  his  career,  without  having 
served  the  ten  or  fifteen  3^ears  so  often  demanded  as  a  con- 
dition of  such  allowance.  Suppose  a  provision  whereby  a 
life  income  of  half  salary,  including  the  annuity  purchasable 
w4th  the  beneficiary's  deposits  and  those  of  the  state  in  his 
behalf,  to  be  assured  every  teacher  who  is  disabled  during 
service.*  If  we  assume  that  the  claimant  will  live  as  long 
as  the  average  member  of  the  retirement  association,  then 
the  cost  of  his  allowance  will  clearly  be  the  present  value  of  a 
life  annuity  equal  to  half  his  salary,  less  the  total  of  his  accumu- 
lated credit  in  the  superannuation  fund.  Now,  at  Canadian 
government  rates,  the  purchase  price  of  an  immediate  annuity 
of  $100  ranges  from  .$1,943,  in  the  case  of  a  woman  at  age 
twenty,  to  SI, 156  at  age  sixty.  As  will  be  shown  later  in  this 
discussion,  there  is  good  reason  to  believe  that  tlie  expense  of 
such  a  project  as  that  proposed  above  could  l)e  met,  on  the 
mutual  benefit  plan,  by  an  assessment  which  would  not  be 
unduly  burdensome.  Meanwhile,  it  may  he  noted  that  the 
suggested  disablement  insurance  premium  is  in  inverse  pro- 
portion to  the  individual  teacher's  accumulations  in  the 
superannuation  fund. 


*See  particular.-i  of  tho  Vermont  scheme,  ehapter  VIII. 
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(3)  The  third  and  last  of  the  basic  principles  which  we 
have  enunciated — that  membership  in  a  pension  system  ought 
to  be  required  of  all  teachers  in  the  group  which  it  is  intended 
to  serve — will  now  be  considered. 

Assuming  that  separate  associations  for  old  age  benefits 
and  for  disability  allowances  are  to  be  maintained,  enrolment 
in  the  former  will  need  to  be  universal,  while  membership  in 
the  latter  should  be  restricted  to — and  compulsory  for — 
teachers  in  good  health.  To  be  sure,  the  school  law  some- 
times reciuires  that  a  candidate  for  the  teacher's  certificate 
shall  pass  a  strict  physical  test  by  a  medical  doctor  before 
being  granted  the  right  to  take  charge  of  a  school.  Such  is 
the  case,  for  instance,  in  British  Columbia;  but  this  provision 
is  by  no  means  common.  In  any  event,  entrants  unable  to 
meet  a  test  of  this  kind,  may  well,  in  the  opinion  of  the  writer, 
be  permitted — or  even,  perhaps,  be  required — to  deposit  in  the 
superannuation  fund  that  additional  percentage  of  their 
salaries  which  their  physically  fit  colleagues  pay  into  the 
disability  fund. 

Universal  membershiji  in  a  retirement  system  is  very 
commonly  required.  In  those  schemes  which  make  no  refund 
at  death  or  withdrawal,  one  purpose  of  the  compulsory  feature 
is  to  provide  a  pool  from  which  those  teachers  who  meet  the 
service  requirements  may  receive  a  pension  that  has  been 
paid  for  in  part  by  their  fellows  who  do  not  serve  for  the 
length  of  time  demanded.  Even  in  the  Vermont  plan,  which 
in  many  respects  is  a  model,  teachers  who  die  or  secede  before 
completing  six  years  of  service  forfeit  the  state  grant,  though 
not  their  own  direct  contributions.  In  a  preliminary  outline 
of  the  scheme,  the  following  significant  statement  appeared:* 
"Probably  one-half  of  these  payments  (made  by  the  common- 
wealth) will  return  to  the  state,  because  of  the  early  death  or 
withdrawal  of  teachers  from  service."  Since  no  definite  pro- 
vision is  made,  in  the  law  governing  the  Vermont  plan,  for 
the  raising  of  funds  with  which  to  meet  disablement  claims, 
it  must  ])e  that  the  forfeitures  just  mentioned  are  expected  to 
suffice  for  the  payment  of  all  allowances  to  prematurely 
incapacitated  teachers. 
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There  are,  liowever,  good  reasons  wh}'  even  a  sj^stem 
which  woiihl  not  permit  the  confiscation  of  any  ])art  of  the 
direct  or  indirect  savings  of  a  member  shouhl  require  all 
employees  to  enroll  in  at  least  the  superannuation  retirement 
association.  If  membership  were  left  optional,  the  teachers 
possessed  of  least  foresight  would  be  the  ones  least  likely  to 
enter;  whereas  just  such  employees  will  probably  stand  most 
in  need  of  th(>  benefits  which  the  system  offers.  Moreover,  if 
the  disablement  rate  is  to  conform  with  that  of  experience 
tables,  the  risk  should  be  spread  over  as  large  a  number  as 
possible;  and  the  same  may  be  said  of  the  death  rate  among 
aged  annuitants.  The  very  essence  of  the  insurance  feature 
is  collectivism. 

General  membership  in  the  system  is,  then,  a  necessity — 
once  the  scheme  is  well  under  way.  At  the  outset,  however, 
a  vexing  problem  arises.  Whenever  a  pension  scheme  is 
being  drawn  up  the  important  question  presents  itself,  what 
provision  is  to  be  made  for  those  teachers — the  "present 
employees,"  as  they  are  conveniently  called — who  have  already 
been  on  the  staffs  for  some  time?  In  particular,  what  is  to 
be  done  for  those  who  are  even  now  on  the  eve  of  retirement? 
Failure  to  solve  this  problem  in  a  satisfactory  way  has  resulted 
in  ultimate  disaster  to  more  than  one  system. 

One  solution — the  only  one  that  is  strictly  logical* — is  to 
admit  the  "present  employees"  on  eciual  terms  with  the  "new 
entrants."  This  does  not  mean  that  the  pensions  of  the  two 
classes  will  be  the  same;  for,  in  the  scheme  under  consideration, 
the  allowance  is  simply  the  life  annuity  purchased  with  the 
contributions  of  the  teacher  to  the  old  age  fund,  supplemented 
by  an  equal  yearly  amount  from  the  state.  Thus,  employees 
who  retire  a  few  years  after  the  inception  of  the  scheme  will 
receive  small  allowances,  because  their  contributions  have 
been  limited:  while  those  whose  service  terminates  at  the  time 
when  the  ])lan  goes  into  operation  will  have  no  pension  at  all. 
The  mem!)ers  of  this  latter  group  have  made  no  contribution 
to  the  fund;  they  have  had  opportunity  to  save  the  sums 
which  their  colleagues  must  henceforth  pay  toward  the  support 
of  the  system;  and  their  salaries  have  not  ])een  lowered  by  the 
prospect  of  a  government  pension — or,  what  is  the  same  thing. 


*Any  other  pliin  iinposfs  a  burden  upon  the  younger  members,  and  upon  a  generation  of 
taxpayers  whom  the  okler  teaehers  have  not  served. 
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there  is  no  deferred  pay  due  them — as  will  be  the  case  among 
those  teachers  who  enter  after  the  scheme  is  launched.  Similar 
reasoning  applies  to  those  teachers  who  serve  for  only  a  short 
time  after  the  inauguration  of  the  system. 

It  must  be  admitted,  however,  that  the  argument  just 
adduced  would  be  of  little  avail  if  a  plebiscite  were  taken  on 
the  question  of  a  pension  scheme  for  teachers,  as  has  sometimes 
been  done.  The  appeal  most  effective  among  the  majority  of 
voters  is  based  upon  the  needs  of  certain  aged  teachers  whO; 
after  a  lifetime  of  lofty  service,  are  now  facing  destitution: 
the  retirement  allowance  thus  assumes  the  aspect  of  a  belated 
reward.  A  pension  bill  which  did  not  include  provision  for 
teachers  already  worn  by  their  labors  would  have  small  chance 
of  becoming  law. 

Accepting  as  inevitable  the  conditions  imposed  upon  the 
scheme  by  this  view  of  the  matter,  the  designers  of  the  system 
must  make  the  best  they  can  of  the  situation.  Manifestly  it 
is  unfair  to  tax  the  new  entrants  for  the  support  of  the  former 
employees;  yet  this  is  precisely  what  is  done  in  many  instances. 
The  state  should  assume  the  accrued  liabilities.  The  expendi- 
ture can  be  justified,  to  some  extent  at  least,  by  the  considera- 
tion that  the  pensions  will  eliminate  many  incapacitated 
employees  who.  but  for  their  annuities,  would  be  compelled 
to  teach  longer  in  order  to  win  a  livelihood;  their  retirement 
makes  for  better  schools. 

The  subjoined  excerpts  from  the  texts  of  two  recent 
pension  acts  Avill  show  how  legislators  may  provide  for  "present 
employees." 

Section  251  of  Chapter  80  of  the  laws  of  1919  for  New 
Jersey  contains  the  following  passage: 

"Upon  superannuation  retirement  a  present  entrant 
shall  receive  a  retirement  allowance  which  shall  consist  of: 

(a)  An  annuity  which  shall  be  the  actuarial  equiva- 
lent of  his  accumulated  deductions  at  the  time  of  liis 
retirement; 

(6)  A  i)ension  in  addition  to  the  annuity,  of  one 
one-hundred  and  fortieth  (1 /140th)  of  his  average  salary 
multiplied  by  the  number  of  years  of  service  he  has 
rendered  since  he  became  a  mem])er. 
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(c)    A  further  pension  of  one  seventieth   (l/70th)   of 

his  average  salary  multiplied  by  the  number  of  years  of 

service  certified  on  his  prior  service  certificate." 

Applying  these  rules  to  the  case  of  a  teacher  who  had 

served  thirty-five  years  prior  to  the  inauguration  of  the  scheme, 

we  see  that  his  state  pension  would  be  one-half  his  average 

salary  if  he  retired  without  teaching  any  longer. 

Section  13  of  Number  57,  Acts  of  1919  for  Vermont,  has 
the  following: 

"Any  teacher  already'  in  the  service  of  the  State 
when  this  Act  takes  effect,  who  shall  become  a  member  of 
the  retirement  association  "when  forty-five  years  of  age  or 
older,  shall  on  retiring  *  *  *  be  entitled  to  receive  the 
allowance  prescribed  *  *■  *  for  members  entering  the 
service  of  this  State  as  teachers  after  the  passage  of  this 
Act,  and  such  additional  allowance  from  the  State  as  may 
be  determined  by  the  retirement  board  *  *  *  ;  but  his 
total  annuity  hereunder  shall  not  exceed  one-half  his 
average  annual  salary." 

The  reason  for  making  age  forty-five  the  critical  one  is 
evident  enough.  A  woman  teacher  entering  at  that  age,  on 
a  salary  of  $1,000,  contibutes  S50  a  year  (five  per  cent,  of  her 
earnings)  for  only  twenty-five  years  before  reaching  the  com- 
pulsory retirement  age  of  seventy;  these  contributions,  supple- 
mented by  the  equal  ones  provided  annually  by  the  State, 
amount  to  $4,331.17,  at  the  specified  rate  of  four  per  cent. 
Said  sum  will  purchase  for  her  an  annuity  of  S501.16,  according 
to  the  prescribed  mortality  tables  (McClintock's),  applied  in 
conjunction  with  three  and  one-half  per  cent,  compound 
interest  after  the  allowance  begins.  This  pension  is  about 
half  her  salarj';  had  she  been  older  on  entering,  the  annuity" 
would  have  been  less  than  half  her  salary,  and  hence  below 
what  is  regarded  as  a  desirable  minimum. 

The  chief  objection  to  this  provision  is  that  it  encourages 
teachers  to  remain  in  their  positions  until  age  seventy,  at 
which  period  of  life  very  few  persons  have  that  keenness  of 
sight  and  hearing  or  that  alertness  of  mind  and  body  which 
are  essential  to  success  in  the  classroom.  England  has  recently 
reduced  the  age  of  retirement  from  sixty-five  to  sixty;  while 
in  Belgium,  Italy,  Transvaal  and  elsewhere  the  teacher  is  to 
resign  at  fifty-five. 
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In  most  recent  systems  on  the  eontril)iitory  plan,  member- 
ship is  optional  for  "present  employees."  This  has  the  double 
advantage  of  guarding  against  possible  hardship  in  some 
instances,  and  of  reducing  the  accrued  liabilities  of  the  fund 
below  what  they  would  be  if  all  teachers  were  compelled  to 
join.  Manj'  of  the  "existing  teachers"  will  already  have 
undertaken  various  responsibilities  which  call  for  all  their 
savings,  or  will  have  entered  upon  plans  of  their  own  for  an 
income  in  old  age.  Some  of  them,  for  instance,  will  have 
purchased  property  which  necessitates  further  payments; 
others  will  have  taken  out  insurance  or  endowment  policies. 
A  few  will  reject  the  scheme  because  it  savors  of  charity,  in 
their  opinion. 

In  subsequent  pages,  various  minor  elements  in  the 
structure  of  pension  systems  will  be  considered:  most  of  these, 
however,  will  be  found  to  bear,  more  or  lt>ss  directly,  on  the 
stability,  the  benefits,  or  the  membership  of  a  scheme — which 
three  topics  have  furnished  the  material  fo;-  this  chapter. 
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C'HAPTEU   IV 

Analysis    of    a    Typical    Pension    Scheme 

The'  theories  developed  in  the  preceding  chapter  will 
now  l)e  applied  to  the  analysis  of  a  superannuation  scheme  in 
actual  operation.  The  system  recently  adopted  by  the 
Province  of  Ontario  has  been  chosen  for  this  purpose.  As 
will  appear,  this  plan  is  by  no  means  a  model  in  every  respect; 
but  its  faults,  as  well  as  its  merits,  have  their  lesson  for  the 
student. 

Th(>  text  of  The  Superannuation  Act  will  now  be  given. 
AmenduKMits  that  have  been  made  in  the  original  law  of 
1917  are  inserted  in  their  proper  place,  with  dates.  Wherever 
criticism  is  deemed  advisable,  the  comment  and  the  clause 
which  it  reviews  are  placed  in  immediate  juxtaposition,  for 
the  sake  of  facility  in  reference. 

Ax    Act    Respecting    the    Superannuation    of    Certain 
Teachers  and  Inspectors. 

His  Majesty,  by  and  with  the  advice  and  consent  of  the 
Legislative  Assem})ly  of  the  Province  of  Ontario,  enacts 
as  follows: 

1.  This  Act  may  l)e  cited  as  The  Teachers'  and  Inspectors' 
Superannuation  Act. 

2.  In  this  Act, 

(a)  ''Board"  shall  mean  and  include  board  of  public 
school  trustees,  board  of  separate  school  trustees,  high  school 
board  and  board  of  education; 

(b)  "  Corporation"  shall  mean  the  corporation  of  a  county 
or  other  municipality  by  which  inspectors  are  employed; 

(c)  "Employed"  shall  mean  and  include: 

(i)  Engaged  in  Ontario  in  teaching  in  a  pubUc  school, 
separate  school,  continuation  school,  liigli  school, 
collegiate  institute,  provincial  normal  or  model 
school,  a  school  to  which  The  Industrial  Education 
Act  applies,  a  faculty  of  education  approved  by  the 
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Minister,  and  including  its  attached  observation  and 
practice  schools,  the  Ontario  School  for  the  Deaf  or 
the  Ontario  School  for  the  Blind,  or  a  certified 
industrial  school  or  a  school  or  classes  held  in  oi- 
in  connection  with  any  public  institution  supported 
in  whole  or  in  part  by  contributions  from  the  prov- 
ince or  from  a  municipal  corporation  and  defined  in 
the  regulations  (1919,  in  part); 

(ii)  Engaged  in  Ontario  as  an  inspector  of  public  schools 
by  a  county  or  other  municipality; 

(iii)  Engaged  by  the  Minister,  or  by  the  government, 
as  an  inspector  or  a  supervisor  of  any  grade  or 
department  or  class  of  such  schools,  or  as  Superin- 
tendent of  Education,  or  as  any  other  officer  desig- 
nated by  the  Minister  as  being  engaged  in  work 
in  connection  with  the  administration  of  the  Ontario 
Department  of  Education  requiring  the  professional 
qualifications  and  experience  of  a  teacher; 

(d)  "Fund"  shall  mean  the  Ontario  Teachers'  and  In- 
spectors' Superannuation  Fund; 

(e)  "Inspector"  shall  mean  a  person  qualified  according 
to  the  regulations  of  the  Department  of  Education  for  the 
duties  of  his  oflftce  and  shall  include  a  supervisor  and  a  Super- 
intendent of  Education; 

(/)  "Minister"  shall  mean  the  Minister  of  Education  for 
Ontario; 

(g)  "Regulations"  shall  mean  regulations  made  under 
The  Department  of  Education  Act; 

(h)  "Teacher"  shall  mean  a  person  qualified  according 
to  the  regulations  of  the  Department  of  Education  to  teach 
in  a  public  school,  separate  school,  continuation  school,  high 
school  or  collegiate  institute,  provincial  normal  or  model 
school  or  a  school  to  which  The  Industrial  Education  Act 
applies,  or  a  practice  or  observation  school  attached  to  a 
faculty  of  education  and  shall  include  a  professor  in  a  faculty 
of  educatioii. 

[Comment. — These  definitions  make  perfectly  clear  the 
interpretation   of   terms  used  in  the   Act;  for  instance,   there 
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can  be  no  doubt  as  to  what  classes  of  teachers  are  ehf>ible 
for  the  pension.  Such  precautions  have  sometimes  been 
neglected  in  the  text  of  other  superannuation  laws.  If  the 
word  "employed"  had  been  defined  in  the  New  Jersey  act, 
now  repealed,  as  definitelj'  as  here,  the  disputes  which  arose, 
as  to  whether  the  term  was  intended  to  include  employment 
outside  the  state,  could  never  have  occurred.] 

3.  There  shall  be  a  fund  to  be  known  as  The  Ontario 
Teachers'  and  Inspectors'  Superannuation  Fund,  which  shall 
consist  of  the  contributions  and  payments  to  be  made  as 
hereinafter  provided. 

4.  Commencing  in  the  month  of  April,  1917,  and  there- 
after every  teacher  and  inspector  emploj^ed  in  Ontario  shall 
contribute  to  the  Fund  in  such  manner  as  may  be  prescribed 
by  the  regulations,  two  and  one-half  per  cent,  of  his  salary. 

[Comment. — In  1918,  contributions  were  made  per- 
missive, but  not  compulsory,  for  teachers  in  vocational 
schools  for  returned  soldiers  and  sailors. 

The  explanation  of  the  noticeably  low  rate  of  assess- 
ment W'ill  be  apparent  a  little  later.] 

5.  The  Treasurer  of  Ontario  shall  place  to  the  credit  of 
the  Fund  at  such  times  as  shall  be  prescribed  by  the  regulations 
sums  equal  to  those  contributed  by  teachers  and  inspectors 
under  section  4. 

[Comment. — In  several  recent  systems,  as  previously 
pointed  out,  the  statp  duplicates  the  deposits  of  the  teachers, 
as  here. 

As  first  drafted,  the  bill  provided  for  an  assessment  of  two 
per  cent,  of  each  teacher's  salary,  an  equal  appropriation  by 
the  government,  and  a  one  per  cent,  contribution  by  the 
local  authorities.  Fortunately,-  an  amendment  was  made 
which  freed  the  last  named  l^odies  from  any  direct  responsi- 
bility in  the  cost.  It  is  safe  to  say  that,  in  some  instances,  a 
tax  on  local  boards  would  have  resulted  in  a  policy  of  engaging 
only  low  salaried  teachers,  and  in  the  cutting  down  of  ap])ro- 
priations  for  school  supplies.] 
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6.  —  (1)  Except  as  provided  in  subsection  2,  if  the  salary 
of  any  teacher  or  inspector  for  any  year  is  less  than  .$550,  it 
shall  he  taken  as  being  S550  for  the  purposes  of  this  Act. 

(2)  A  teacher  or  inspector  liaving  a  salary  of  less  than 
$550  per  annum  may  contribute  upon  any  fraction  of  $550 
Avhich  is  not  less  than  the  actual  salary  received,  but  in  that 
case  the  maximum  and  minimum  pensions  to  which  such 
teacher  or  inspector  may  become  entitled  shall  be  the  same 
fraction  of  the  maximum  and  minimum  pension  provided 
by  subsection  1  of  section  11  as  the  lowest  salary  upon  which 
the  teacher  or  inspector  contrilnites  is  of  $550. 

[Comment. — In  the  l)ill  first  presented  to  the  legis- 
lature, the  minimum  salary  on  which  contributions  were  to 
be  computed   was  fixed  at  $550. 

As  explained  in  an  annotated  edition,  of  the  Act,  issued  by 
the  Department  of  Education,  $550  is  a  desirable  minimum 
on  which  to  reckon  the  allowance  because  the  pension  for 
forty  3'ears  of  service  (see  section  11)  will,  on  this  basis,  be 
about  $3(J5,  or  a  dollar  a  day;  a  minimum  subsistence  income, 
it  is  stated.  This  assumes  that  living  expenses  will  be  the 
same  forty  years  hence  as  they  are  today — an  assumption  not 
at  all  justified  by  the  experience  of  the  past  decade.] 

7.  —  (1)  A  corporation  or  board  which  has  before  the 
first  day  of  January,  1918,  established  a  fund  for  the  purpose 
of  granting  pensions  to  teachers  or  inspectors  may  pay  into 
the  Fund  a  sum  actuarially  determined  to  be  the  equivalent 
of  the  pensions  so  granted  and  still  payable  by  the  corpora- 
tion or  board,  and  in  addition  may  pay  into  the  Fund  a  sum 
actuarially  sufficient  to  provide  for  the  rights  granted  under 
section  11  to  those  teachers  and  inspectors  who  have  con- 
tributed to  the  fund  established  by  the  corporation  or  board 
for  the  payment  of  pensions. 

(2)  Upon  the  payment  provided  for  in  subsection  1,  the 
corporation  or  board  shall  be  relieved  from  any  further  hability 
in  respect  to  pensions  payable  or  to  become  payable  out  of 
the  fund  established  by  it. 

(3)  Notwithstanding  anything  contained  in  any  bylaw, 
regulation  or  scheme  heretofore  passed,  made  or  adopted  by 
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any  corporation  or  l^oard,  no  corporation  or  boai'd  shall  after 
the  first  day  of  April,  1917,  demand  or  receive  from  or  on 
account  of  any  teacher  or  inspector  any  contri]>ution  towards 
any  fund  for  the  payment  of  pensions  or  superannuation 
allowances  except  for  the  purposes  of  the  fund  created  b\' 
this  Act;  and  no  teacher  or  inspector  shall  after  the  first  day 
of  January,  1918,  have  any  claim  upon  anj^  such  corporation 
or  board  in  respect  of  any  such  pension  or  superannuation 
allowance  theretofore  granted  by  the  board  or  corporation 
and  not  provided  for  in  the  manner  set  forth  in  subsection  1. 

[Comment. — This  section  makes  admirable  provision 
for  the  absorption  of  the  local  pension  sj^stems  of  Toronto 
and  Ottawa,  the  only  two  in  existence  at  the  passage  of  the 
Act.  The  "actuarially  equivalent"  clause  makes  the  adjust- 
ment absolutely  equitable.  In  some  states  of  the  American 
Union  where  local  schemes  were  allowed  to  exist  after  the 
inauguration  of  the  state  sj'Stem,  a  desirable  free  migration 
of  teachers  from  city  to  town,  or  vice  versa,  has  been  checked. 

In  1918,  precise  regulations  as  to  the  transfer  of  funds 
were  adopted:  Ottawa,  for  instance,  was  to  pay  $50,000  into 
the  central  fund,  together  with  "any  additional  which  the 
board  may  have  on  hand  as  the  result  of  contributions  to  the 
superannuation  fund  of  the  board."  Since  the  text  of  these 
details  is  long,  and  since  the  particulars  are  not  important  for 
our  purpose,  it  is  not  reproduced  here.  The  general  pro- 
cedure is  sufficiently  indicated  in  section  7  above.] 

8.  —  (1)  Every  contribution  payable  under  section  4  shall 
be  made  in  payments  on  the  dates  of  the  payment  of  the 
instalments  of  the  salary  of  the  teacher  or  inspector  and  in 
the  manner  prescribed  by  the  Regulations. 

(2)  The  amount  payable  by  a  teacher  or  inspector  em- 
ployed by  a  board  or  corporation  or  by  the  governing  bod}^  of 
a  faculty  of  education,  shall  be  deducted  from  his  salary  by  the 
board  or  corporation  or  government  as  the  case  may  be, 
and  the  Minister  shall  deduct  the  same  from  the  total  legis- 
lative grant  payable  to  the  board  or  corporation  or  governing 
body,  and  it  shall  be  placed  to  the  credit  of  the  Fund  by  the 
Treasurer  of  Ontario,  and  if  the  amount  of  such  grant  is  less 
than  the  amount  due  from  the  corporation,  board  or  governing 
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l)od_y.  it  shall  pay  over  the  balance  to  the  Treasurer  and  the 
amount  so  paid  shall  be  placed  to  the  credit  of  the  Fund. 

(3)  In  the  case  of  a  teacher  or  inspector  whose  salary  is 
paid  directh'  or  indirectly  by  the  Government  of  Ontario, 
the  amount  payable  by  such  teacher  or  inspector  shall  be 
retained  out  of  his  salary  and  placed  to  the  credit  of  the  Fund 
by  the  Treasurer  of  Ontario. 

[Comment. — In  1918,  section  8  was  amended  by  adding 
thereto  clauses  which  provided  that  teachers  who  had  enlisted 
for  service  in  the  army  or  navy,  or  who  were  in  the  emploj^ 
of  boards  that  neglected  or  refused  to  comply  with  the  regula- 
tions of  subsections  1  and  2  or  had  forfeited  the  legislative 
grant,  might  contribute  directly  to  the  central  fund.  In  1919, 
a  special  rule  was  adopted  by  which  a  part-time  teacher  may 
contribute  on  the  basis  of  his  total  earnings,  including  his 
remuneration  by  the  authorities  of  the  school  or  institution, 
not  under  the  control  of  a  board,  which  may  employ  him 
for  part  time.] 

9.  The  contributions  provided  for  in  section  5  shall  be 
credited  to  the  Fund  at  such  times  and  in  such  manner  as 
may  V)e  prescril)ed  by  the  Regulations  (1918). 

[Comment. — In  the  original  Act,  the  credits  were  to  be 
made  j'early.] 

10.  There  shall  be  placed  to  the  credit  of  the  Fund  l)y 
the  Treasurer  of  Ontario  interest  thereon  half-yearly  at  the 
current  rate  of  interest,  payabl(>  l)y  the  Government  of  Ontario 
as  determined  by  the  Lieutenant  Govei'nor  in  Council. 

[Comment.  —  Were  the  annuity  based  upon  contributions 
rather  than  upcju  average  salary,  it  would  b(>  necessary  to 
specify  at  least  a  minimum  interest  rate  here.] 

11.  —  (1)  Every  teacher  and  every  inspector  who  after 
the  first  da^^  of  January,  1918,  applies  to  the  ^Minister  for  the 
superannuation  allowance  provided  for  by  this  Act  and  who 
furnishes  to  the  JNIinister  evidence  that  he  has  been  employed 
for  at  least  forty  years  prior  to  the  date  of  such  application 
and  has  retired  from  his  profession  and  ceased  to  be  so  em- 
ployed not  more  than  one  year  prior  to  such  date  and  who 
produces  such  proof  of  age,  length  of  employment  and  other 
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evidence  as  may  be  required  by  the  regulations,  shall  be 
entitled  to  be  paid  during  liis  lifetime  an  annual  allowance 
chargeable  against  the  Fund  equal  to  one-sixtieth  of  his 
average  salary  during  the  last  ten  years  during  which  he  was 
employed,  multiplied  by  the  number  of  full  years  during 
which  he  was  employed,  and  all  paj^iients  so  made  shall  be 
debited  to  the  Fund,  but 

(a)  The  years  during  which  he  has  contributed  to  the 
Fund  shall  count  as  full  years  of  employment; 

(6)  The  years  of  employment  completed  prior  to  such 
contribution  shall  count  each  as  a  half  year  of  employment; 

[Comment. — Though  the  method  here  adopted  for 
reckoning  the  annuity — namely,  as  a  fraction  of  the  average 
salary  for  the  last  ten  years  of  service — is  not  so  undesirable 
as  if  the  computation  were  made  on  the  basis  of  salary  for  the 
final  year  alone,  yet  it  is  open  to  many  of  the  objections 
discussed  at  length  in  the  preceding  chapter.  The  abnormally 
high  pensions  which  must  be  begun  when  retirement  occurs 
during  a  period  of  inflated  salaries  will  threaten  the  solvency 
of  the  fund,  and  will  also  cause  an  inequitable  apportionment 
of  the  benefits.  Again,  the  age  and  sex  of  the  retiring  employee 
are  not  considered.  Since  the  mortality  rate  among  women 
teachers  at  sixty  is  just  about  half  of  that  among  men  teachers 
at  sixty-five,  according  to  the  experience  tables  used  in  England 
for  two  decades,  the  man  who  retires  at  the  latter  age  after 
forty  years  of  service  ought  to  receive  a  larger  annuity  than 
does  a  woman  on  an  equal  salary  who  withdraws  at  sixty 
after  a  like  term  of  work:  \'et  by  the  Ontario  plan  the  pensions 
of  the  two  are  the  same. 

Reference  was  made  early  in  this  review  to  the  smallness 
of  the  contribution  rate.  Suppose  that  a  woman  teaches  in 
the  province  from  age  twenty  to  age  sixty  on  a  salary  of 
$1,200:  her  contributions  and  those  of  the  state  for  her  will 
purchase  a  life  annuity  of  about  S513  at  retirement,  assuming 
4  per  cent,  on  all  deposits  and  applying  the  annuity  rates  of 
the  Canadian  Government  Annuities  Bureau;  but  in  the 
pension  scheme  under  discussion  she  will  receive  an  allowance 
of  $800.  All  the  cost  of  carrying  her  disability  risk  during 
the  final  twenty-five  years  and  of  guaranteeing  return  of  deposits 
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in  Celiac  of  death,  as  well  as  nearly  $300  in  annuity,  are  therefore 
paid  out  of  forfeitures  suffered  by  her  eolleagues:  these  for- 
feitures include  loss  of  direct  payments,  of  interest  on  such 
payments,  and  of  the  governuKMit's  shar<'  in  the  allowance — 
which  is  reall}'  deferred  salary. 

If  the  total  contriljutions  made  by  and  for  those  employees 
who  serve  for  a  lifetime  after  the  inauguration  of  the  scheme  are 
inadequate  to  purchase  the  annuity  offered,  the  ])rovisions  for 
teachers  who  have  served  for  a  considerable  time  prior  to  the 
passage  of  the  Act  are  even  more  insufficient.  The  govern- 
ment should  have  assumed  the  accrued  liabilities  in  the  case  of 
this  latter  class,  instead  of  placing  the  ])urden  upon  the 
shoulders  of  the  j'oung  teachers.  Even  if  it  be  claimed  that 
the  contributions  of  the  state  are  not  deferred  pay,  and  that 
a  part  of  them  are  intended  for  pensions  to  "present  employees" 
who  have  served  for  several  years  before  the  passage  of  the 
Act.  it  would  1)0  difficult  to  justify  such  use  of  public  money, 
in  view  of  the  policy  adopted  with  respect  to  such  teachers. 
The  only  economic  ground  on  which  appropriation  of  public 
funds,  for  the  pensioning  of  teachers  only,  can  be  justified  is 
that  the  cause  of  education  is  thereby  promoted — and  the 
elimination  of  incapacitated  teachers  is  the  chief  means  of 
such  promotion.  Now  the  Ontario  scheme  encourages  em- 
ployees to  remain  in  their  vocation  till  long  after  their  useful- 
ness is  over.  Since  no  compulsory  retirement  age  is  fixed, 
a  teacher  who  has  served  for  thirty  years  pi'ior  to  the  inception 
of  the  system,  and  who  is  thus  pei-haps  fifty  years  old  at  that 
time,  will  certainly  be  tempted  to  I'cmain  in  the  school  room 
for  another  twenty-five  years,  thereby  winning  th(^  regular 
allowance.  Lest  the  prospect  of  a  pension  should  not  prove 
sufficient  inducement,  the  Department  of  Education  extends 
the  following  invitation,  in  its  annotated  edition  of  the  Act: 
"In  the  interests  of  the  Fund,  and  for  the  sake  of  the  teachers 
themselves,  continuance  of  service  beyond  forty  years,  where- 
ever  possible,  is  extremely  desirable."  One  of  the  chief  objects 
of  a  retirement  scheme  is  thus  completely  ignored.] 

(c)  Contributions  to  any  municipal  or  school  board  fund 
paid  over  to  the  Fund  as  provided  l)y  section  7  shall  be  regarded 
as  contributions  to  the  Fund; 
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[Comment. — This  clause  will  affect  only  those  leacluM's 
Avho  have  served  in  I'oronlo  or  Ottawa.] 

(d)  Subject  to  the  provisions  of  subsection  2  of  s(>ction  6. 
if  the  amount  of  the  annual  payment  to  the  teacher  or  inspector 
as  above  determined  is  less  than  $365,  the  amount  payal)le 
annually  to  the  inspector  or  teacher  shall  be  $20  foi-  each 
year  of  service,  but  not  exceeding  on  the  whole  $305 ; 

[Comment. — Teachers  who  retire  shortly  after  the 
inauguration  of  the  scheme  will  thus,  if  they  have  served  for 
forty  years,  receive  a  pension  of  $365,  as  a  rule.  The  source 
of  the  funds  to  pay  these  allowances  has  been  made  clear 
above.] 

(<?)  Subject  to  the  provisions  of  subsection  2  of  section  6, 
if  the  amount  of  such  annual  payment  as  al)Ove  computed 
is  more  than  $1,000,  the  amount  of  the  annual  payment  shall 
be  $1,000;  Init  if  at  the  time  of  his  Ijccoming  entitled  to  such 
maximum  allowance  the  teacher  or  inspector  has  paid  into  the 
Fund  a  sum  sufficient  to  purchase  at  Dominion  Government 
rates  a  life  annuity  of  a  greater  amount  than  $1,000  per 
annum,  the  annual  allowance  payable  to  him  under  this  Act 
shall  equal  the  amount   of  such  annuity; 

[Comment. — Here  is  further  proof,  if  such  be  needed, 
that  the  government's  share  in  the  l)enefit  is  not  always 
regarded  as  deferred  pay. 

Since  $1,000  is  not  a  high  salary  at  present,  this  pro- 
vision should  offset  that  of  clause  (d)  when  all  the  "present 
employees"  have  ceased  to  draw  upon  the  fund  created  l)y  the 
forfeitures  specified:  for,  as  the  Department  states,  few  salaries 
aie  below  $550,  while  a  study  of  Canadian  Government 
annuity  rates — even  the  new  ones  adopted  in  1920 — shows 
that  only  in  the  rarest  instances  will  any  of  the  suri)lus  arising 
from  the  application  of  clause  (e)  he  used  in  paying  allowances 
greater   than   $1,000.] 

(/)  A  teacher  or  inspector  who  has  contributed  to  the 
fund  mentioned  in  sections  106  to  108  of  The  Public  Schools 
Act,  and  who  elects  to  become  subject  to  this  Act  under  sec- 
tion 15,  shall  be  entitled  to  receive  in  addition  to  any  allow- 
ance   under    this    section,    an    annual    allowance    ('([ual    to    an 


52 

aniuuty  which  might  have  been  purchased  by  him  at  Domiuion 
Government  rates  with  the  sums  so  contributed,  but  the 
total  amount  payable  to  him  shall  not  exceed  the  maximum 
provided  for  in  clause  (e) ; 

[Comment. — The  reference  is  to  The  Ryerson  Super  iii- 
nuation  Act,  adopted  in  1871  and  made  inoperative  for  u  \v 
teachers  in  1885.  Under  this  scheme,  teachers  who  con- 
tributed four  dollars  per  year  were  to  receive,  on  retiremi  tit  , 
a  pension  of  six  or  seven  dollars,  according  to  the  certificate^ 
held,  for  each  year  of  service.  Except  in  the  fixing  of  a  maxi- 
mum, this  clause  indicates  a  very  satisfactory  way  of  ful- 
filling the  obligations  of  the  province  to  the  annuitants  under 
The  Ryerson  Act.] 

((j)  Should  a  teacher  or  an  inspector  after  retirement 
again  become  employed  the  allowance  shall  cease  during  the 
term  of  such  employment,  but  may  be  resumed  upon  his 
again  ceasing  to  be  employed,  and  the  period  during  which  he 
has  been  so  employed  shall  be  allowed  for  in  fixing  the  amount 
of  his  annual  allowance  on  retirement. 

(2)  A  teacher  or  inspector  who  has  been  employed  for 
at  least  thii'ty  years,  upon  making  the  like  application  and 
furnishing  the  like  evidence  of  employment  and  retirement 
shall  be  entitled  to  an  annual  allowance  actually  equivalent  to 
that  provided  for  in  the  case  of  a  teacher  or  inspector  retiring 
after  forty  years'  employment,  having  regard  to  the  difference 
in  length  of  service  and  the  earlier  age  at  which  the  allowance^ 
becomes  payable. 

[Comment. — The  "actuarially  equivalent"  jirovision  here 
specified  makes  this  feature  a  thoroughly  sound  one. 

This  smaller  pension  will  prol)a))ly  become  the  goal 
of  some  teachers  who  have  served  for  forty  years — counted  as 
twenty  years  in  reckoning  the  allowance — prior  to  the  inaugura- 
tion of  th{>  scheme.  Their  advanced  age  on  attaining  this 
benefit  will  assure  fair  incomes  for  the  brief  remainder  of 
their  lives.] 

(3)  Tlu!  annual  allowances  to  teachers  and  inspect(U's 
under  this  section  shall  V)e  payable  in  monthly  instalments  and 
shall  b{^  apportionable  to  date  of  death. 
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[Comment. — Compare  this  with  clause  (6)  of  section  12. | 

(4)  Every  teacher  or  inspector  who  has  been  employed  for 
at  least  fifteen  years  and  is  employed  on  the  first  day  of 
January,  1918,  and  who  after  that  date  makes  application  to 
the  Minister  for  an  annual  allowance  under  this  Act  and  who 
produces  to  the  Minister  a  certificate  of  a  legally  qualified 
medical  practitioner,  verified  by  an  official  medical  referee 
appointed  by  the  Minister,  that  after  such  date  he  became 
physically  incapacitated  from  being  employed,  shall  l)e 
entitled  to  the  annual  allowance  provided  by  subsection  1, 
but  any  person  receiving  an  allowance  under  this  subsection 
may,  upon  the  order  of  the  Minister  of  Education,  at  any 
time  be  subjected  to  examination  by  a  legally  qualified  medical 
practitioner  appointed  by  the  Minister,  and  if  upon  such 
examination  it  is  certified  to  the  Minister  that  such  teacher 
or  inspector  is  no  longer  incapable  of  employment  as  teacher 
or  inspector  the  Minister  may  make  an  order  that  no  further 
annual  payment  shall  be  made  except  as  provided  for  bj- 
subsection   1. 

[Comment. — An  amendment  of  1918  struck  out  the 
words  "and  is  employed  on  the  first  day  of  January,  1918," 
in  the  second  line  and  substituted  the  words  "and  who  has  not 
ceased  to  be  employed,  and  retired  from  his  profession  before 
the  first  day  of  January,  1918." 

In  1919  the  following  clauses  were  added: 

"(a)  The  certificate  of  the  legally  qualified  medical  practi- 
tioner shall  state  whether  or  not  the  disability  is  likely  to  be 
permanent  and  whether  or  not  there  is  any  prospect  of  the 
teacher  or  inspector  becoming  again  capad^le  of  employment; 

"(6)  The  commission  appointed  under  section  13  may 
require  a  teacher  or  inspector  who  has  been  granted  an  annual 
allowance  under  this  subsection  to  furnish  such  evidence  from 
time  to  time  of  his  physical  condition  as  the  regulations  may 
prescribe." 

The  Department's  annotation  on  this  subsection  states 
that  "the  consensus  of  opinion  in  many  pension  schemes 
accepts  fifteen  years  as  the  least  period  that  must  lapse  before 
ill-health  may  fairly  be  considered  to  be  the  result  of  the 
occupation   itself."      It   is   true    that    several   systems   specify 
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fifteen  years  in  this  respect;  hut  it  is  equally  true  that  in  those 
of  Boston,  Duluth,  and  Minneapolis  the  period  in  question 
is  two  years;  in  that  of  Vermont,  six  years;  in  those  of  England, 
Scotland,  and  numerous  other  European  countries,  as  well  as 
in  those  of  several  states  of  the  American  Union,  it  is  ten 
years. — The  whole  problem  of  disability  insurance  for  teachers 
needs  to  be  worked  out  along  lin,es  similar  to  those  followed 
by  commercial  companies.  The  inconsistency  of  such  a 
plan  as  that  under  review  is  apparent  when  we  consider  the 
inalnlity  of  a  doctor  to  say,  in  many  instances,  whether  the 
disablement  has  resulted  from  teaching  or  from  some  other 
cause — also  when  we  take  into  account  the  facts  that  a  teacher 
disabled  in  a  street  accident  after  serving  for  the  required 
period  would  almost  certainl}'  receive  the  pension,  and  that 
even  in  the  first  year  of  service  an  employee  may  become 
permanently  incapacitated  through  some  such  disease  as 
trachoma,  contracted  from  a  pupil. 

It  will  be  noted  from  clause  (rf)  of  subsection  1  that 
even  a  "new  entrant"  who  has  served  for  fifteen  years  before 
retiring  under  the  disablement  clause  may  receive  an  allowance 
of  only  three  hundred  dollars.  This  would  scarcel^y  furnish 
subsistence,  to  say  nothing  of  medical  attention.] 

(5)  Upon  the  death  of  a  teacher  or  inspector,  while 
engaged  in  the  profession,  his  personal  r<'presentatives  shall 
be  entitled  to  receive  a  sum  equal  to  the  total  amount  con- 
tribut(Ml  l)y  him  to  the  Fund  during  his  lifetime. 

[Coiiiment. — It  is  a  strange  savings  system  that  pays 
no  interest  on  deposits;  yet  none  is  provided  for  here.  A 
teacher  might  contribute  for  nearly  forty  years  on  the  basis  of 
a  salary  of  $1,000,  thus  adding  nearly  $2,500  to  the  fund,  if 
4  per  cent,  compound  interest  be  supposed;  yet  on  his  death 
during  the  fortieth  year  his  widow  and  children  receive  only 
$1,000.  This  is  thrift — from  one  point  of  view!  The  equal 
deposits  of  the  state  on  behalf  of  such  teacher  are  likewise 
forfeited.  This  and  similar  provisions  explain  the  low  rate 
of  contribution. 

FurtluM-,  it  appears  to  b(^  a  remarkable  contradiction 
that  refund  should  be  made  in  case  of  death  at  any  time, 
while  no  rebate  is  provided  in  the  event  of  disablement  during 
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the    first    fifteen    years   of    woi'k — though    the    need    of   return 
must  often  l)e  the  greater  in  the  instance  of  incapacitation.] 

(())  In  computing  the  period  of  employment  of  a  teacher 
or  inspector  applying  for  an  annual  allowance  under  subsec- 
tions 1,  2  or  4,  due  credit  shall  be  given  for  time  spent  in 
military  or  naval  service  in  defense  of  the  Empire,  including 
service  as  nurse  or  nursing  sister  or  in  any  other  capacity, 
where  such  time  is  duly  certified  as  prescribed  by  the  Regu- 
lations. ' 

(7)  A  teacher  or  inspector  who  has  retired  from  his  pro- 
fession and  has  ceased  to  be  employed  before  the  date  of  the 
passing  of  this  Act  shall  not  be  entitled  to  the  annual  allowance 
provided  for  by  subsections  1,  2  or  4  by  reason  of  being  em- 
ployed after  such  date. 

12.  There  shall  be  an  actuarial  valuation  of  the  Fund  at 
the  first  day  of  January,  1921,  and  every  three  years  thereafter, 
and  whenever  it  appears  as  a  result  of  such  valuation  that 
one  or  more  of  the  following  additional  benefits  may  be  granted 
without  impairing  the  solvency  of  the  Fund  these  benefits 
shall  be  granted  in  the  following  order: 

(a)  A  teacher  or  inspector  withdrawing  from  the  pro- 
fession after  having  been  employed  for  at  least  five  years 
shall  l)e  entitled  to  receive  the  whole  of  his  contributions 
made  to  the  Fund. 

[Comment.  —  No  refund  is  made  to  teachers  who  with- 
draw before  serving  for  five  years,  though  many  such  are 
not  abandoning  their  vocation,  but  are  seeking  to  continue 
their  work  in  other  provinces.  The  Department  attempts 
to  defend  this  confiscation,  as  follows:  "As  teachers  are 
indebted  to  the  state  for  a  large  part  of  their  education  and 
as  the  competition  of  those  who  remain  only  a  short  time  in 
the  profession  affects  injuriously  the  salaries  of  the  permanent 
members,  it  is  only  a  measure  of  justice  to  those  who  remain 
until  old  age  that  those  whose  stay  is  brief  should  forfeit 
all  or  part  of  their  contributions  to  the  Fund."  This  argument 
is  not  convincing.  Many  persons — the  graduates,  other  than 
teachers,  of  the  provincial  university,  for  example — are 
"indebted  to  the  state"  for  a  larger  part  of  their  education 
than  is  the  average  school  employee;  yet  the  former  are  not 
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compelled  to  pay  into  a  fund  which  swallows  up  their  savings. 
As  for  the  "competition"  aspect  of  the  matter,  it  must  be 
apparent  to  anyone  that,  if  no  employees  seceded  from  the 
service,  the  ranks  of  teachers  would  soon  be  crowded — a  con- 
dition which  would  "affect  injuriously"  the  salaries  of  the 
veterans  in  an  even  greater  degree  than  does  the  rivalry  of 
transient  instructors.] 

(6)  In  the  event  of  the  death  of  a  teacher  or  inspector 
to  whom  the  superannuation  allowance  provided  for  in  section 
11  has  become  payable,  his  personal  representatives  shall  be 
entitled  to  receive  out  of  the  Fund  a  sum  sufficient  to  make 
the  total  amount  received  by  him  or  his  representatives  equal 
to  the  total  amount  of  his  contributions. 

[Comment. — This  is  even  worse  that  the  provision  in 
subsection  5  of  section  11.  Not  only  is  no  interest  allowed, 
but  even  the  return  of  deposits  is  made  dependent  on  the 
status  of  the  fund.      Here  is  the  reserve  plan  with  a  vengeance!] 

13.  —  (1)  A  teacher  or  inspector  shall  not  be  entitled  to 
any  allowance  provided  for  by  this  Act  until  his  claim  to  such 
allowance  has  been  approved  by  the  Minister  upon  the  report 
of  a  commission  consisting  of  five  members  who  shall  be 
appointed  and  elected  triennially  as  follows: 

(a)  An  actuary  and  two  other  persons  appointed  by  the 
Minister; 

(b)  Two  teachers  or  inspectors  who  are  members  of  the 
Ontario  Educational  Association  elected  at  the  annual  meeting 
of  such  association,  by  the  teachers  and  inspectors  present 
and  voting  thereat. 

[Comment. — The  membership  of  this  board  is  well 
planned.  The  Minister  will  have  at  his  command  a  general 
knowledge  of  the  situation;  teachers  are  given  a  strong  voice 
in  the  proceedings;  while  the  expert  advice  of  an  actuary 
is  made  readily  available.] 

(2)  The  election  of  representatives  by  the  Ontario 
Educational  Association  shall  be  conducted  in  such  a  manner 
as  the  majority  of  the  members  of  the  association  present  and 
voting  at  the  meeting  may  decide. 

(3)  The  Minister  shall  triennially  designate  one  of  the 
members  of  the  commission  to  be  the  chairman  thereof. 
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(4)  A  vacancy  occurring  in  the  commission  among  the 
members  appointed  by  the  Minister  shall  be  filled  by  the 
Minister  and  a  vacancy  occurring  among  the  members  appoint- 
ed by  the  said  association  shall  be  filled  by  the  election  of  a 
person  to  fill  such  vacancy  at  the  next  annual  meeting  of  the 
association,  and  the  Board  of  Directors  of  the  association, 
at  a  special  meeting  to  be  called  for  that  purpose  upon  notice 
of  such  vacancy  from  the  Minister,  may  appoint  a  teacher 
or  inspector  who  is  a  member  of  the  association  to  fill  the 
vacancy  until  such  election  can  be  held. 

14.  The  annual  allowance  payable  to  a  teacher  or  an 
inspector  under  this  Act  shall  not  be  subject  to  his  debts,  or 
be  attached  or  taken  in  execution,  and  no  assignment  of  any 
moneys  payable  or  to  become  payable  to  a  teacher  or  an 
inspector  under  this  Act  shall  be  valid  or  binding,  but  every 
sum  so  payable  shall  be  payable  directly  to  the  teacher  or 
inspector  or  to  his  personal  representative. 

15.  —  (1)  Every  teacher  and  inspector  now  in  receipt  of 
superannuation  allowance  payable  under  sections  106  to  108 
of  The  Public  Schools  Act  shall  continue  to  receive  such 
superannuation  allowance  as  if  this  Act  had  not  been  passed 
but  shall  have  no  claim  to  the  allowance  provided  for  in 
section   11. 

[Comment. — This  refers  to  The  Ryerson  Act,  already 
outlined  in  this  review.] 

(2)  A  teacher  or  an  inspector  who  is  employed  at  the 
time  of  the  passing  of  this  Act  and  is  a  contributor  to  the 
superannuation  fund  mentioned  in  said  sections  106  to  108, 
shall  not  be  subject  to  this  Act  unless  before  the  first  day 
of  April.  1917,  he  notifies  the  Minister  by  registered  letter 
that  he  elects  to  become  so  subject,  and  if  he  so  elects  he 
shall  make  the  contributions  provided  for  in  section  4  as 
from  the  first  day  of  April,  1917,  and  except  as  provided  in 
section  11,  he  shall  thereafter  have  no  claim  against  the 
province  in  respect  of  any  contributions  made  by  him  under 
The  Public  Schools  Act  before  that  date. 

[Comment. — In  1919  the  following  subsections  were 
added: 
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"15a.  A  teacher  or  inspector  who  has  applied  for  and 
received  an  annual  allowance  under  sections  106  to  108  of 
The  Pul^lic  Schools  Act,  or  under  any  municipal  bylaw,  or 
from  any  fund  provided  by  a  board  for  the  superannuation  of 
teachers  and  inspectors,  shall  be  conclusively  deemed  to 
have  retired  from  the  profession  and  to  have  ceased  to  be 
employed  within  the  meaning  of  this  Act  from  the  date  when 
the  application  for  such  allowance  or  gratuity  was  first  made 
and  accejited. 

"  156.  A  teacher  or  inspector  who,  after  the  granting  of 
an  allowance  made  under  this  Act,  enters  the  employment 
of  a  boartl  either  temporarily  or  permanently,  shall  give 
notice  to  the  Department  of  such  employment  in  the  manner 
prescril)ed  l)y  the  Regulations,  and  in  default  of  so  doing 
shall  forfeit  any  further  claim  to  any  benefit  under  this  Act." 

Such  regulations  as  these  would  be  wholly  unnecessary  in 
a  sj'stem  conducted  on  the  savings  or  thrift  plan.] 

16.  —  (1)  Payments  and  credits  required  to  be  made 
made  by  the  Treasurer  of  Ontario  by  way  of  contriljution  to 
the  Fund  for  interest  and  the  payments  of  superannuation 
allowances  and  other  Ijenefits  under  this  Act  shall  be  a  charge 
upon  and  shall  Ix'  i)aya1)le  out  of  the  Consolidated  Revenue 
Fund. 

(2)  The  payment  of  any  superannuation  allowance  or 
other  benefit  under  this  Act  shall  be  made  upon  a  requisition 
in  writing  signed  by  the  Minister  to  the  Treasurer  of  Ontario 
and  directing  the  issue  of  the  cheque  of  the  Treasurer  of 
Ontario,  and  the  direction  of  the  [Minister  shall  he  final  and 
conclusive,  anything  in  The  Audit  Act  to  the  contrary  not- 
withstanding. 


pi 


[Comment. — In  1918,  a  clause  was  added  authorising 
the  Treasurer  of  Ontario  to  receive  donations  and  bequests  to 
the  Fund. 


p' 


In  1919,  subsections  1  and  2  were  amended  l)y  inserting 
after  the  words  "this  Act"  the  words  "and  all  the  costs  and 
expenses  incurred  in  the  administration  of  the  fund." 

In  1920,  elaborate  recommendations  were  adopted  with 
respect  to  "the  proper  method  of  making  up  and  keeping  the 


59 

accounts  of  the   Fuml"   and   "tlic  disposition  of  the  contribu- 
tions made  thereunto."] 

17.  Regulations  may  be  made  by  the  MinistcM-  with  the 
approval  of  the  Lieutenant  (lovernor  in  Council  as  provided 
by  The  Department  of  Education  Act: 

(a)  Respecting  evidence  to  be  furnished  by  teachers  and 
inspectors  claiming  to  be  entitled  to  the  annual  allowance  or 
to  any  other  benefit  payable  under  this  Act; 

(6)  Respecting  the  conditions  upon  which  the  teachers 
or  inspectors  now  employed  and  contrilmting  to  the  superan- 
nuation fund  provided  for  by  The  Puldic  Schools  Act  may  be 
entitled  to  receive  an  annual  allowance  as  pi'ovided  for  by 
this  Act; 

[Comment. — In  1918  the  following  clause  was  added: 

"  (bb)  Defining  the  classes  of  temporary  special  or  occa- 
sional teachers  and  providing  that  persons  employed  in  an}' 
such  class  shall  not  be  liable  to  contribute  to  the  Fund  or  to 
be  entitled  to  share  in  its  benefits." 

In  1919  was  made  this  furthei-  addition: 

"  (bbb)  For  permitting  a  teacher  to  contribute  to  the  Fund 
where  such  teacher  has  been  employed  b}^  a  l)oard  and  has 
since  such  employment  been  engaged  in  the  office  of  the 
Board  of  Education  of  a  city  or  town,  or  of  an  inspector,  in 
work  which  in  the  opinion  of  the  Minister  requires  the  pro- 
fessional qualifications  and  experience  of  a  teacher,  and  for 
providing  that  a  teacher  while  so  engaged  shall  ])v  deemed  to 
be  em]:>loyed  within  the  meaning  of  the  Act."] 

(c)  Requiring  any  board  or  cori:)oration  to  make  returns 
as  to  the  teachers  and  inspectors  employed  by  the  })oard 
or  corporation ; 

(fl)  Prescri))ing  the  dates  upon  and  the  manner  in  which 
payments  shall  be  made  into  tln^  fund; 

(e)  Presci'ibing  the  date  upon  wdiich  payment  is  to  be 
made  on  account  of  the  Fund  to  any  teacher  or  inspector; 

(/)  Prescribing  the  time  and  place  at  which  the  com- 
mission mentioned  in  section  13  of  this  Act  shall  meet  and  the 
procedure  of  the  commission; 
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(g)  Providing  for  the  withholtlino;  of  any  grant  or  other 
sum  payable  by  the  province  to  a  board  or  corporation  in 
case  of  any  default  in  making  payments  or  returns  required 
l)y  this  Act  or  the  Regulations; 

(h)  Generally  for  the  better  carrying  out  of  the  provisions 
of  this  Act. 

[Comment. — Unless  clause  (h)  covers  the  case,  there  is 
no  provision  made  for  increasing  the  rate  of  contribution, 
should  such  increase  be  thought  advisable.] 


Such,  then,  are  the  merits  and  defects  of  the  Ontario 
scheme.  Looking  back  over  the  analysis,  we  see  that  the 
strong  features  of  the  system  arc  as  follows:  A  representative 
retirement  board,  provision  for  expert  advice,  reserve  plan 
of  operation,  equal  contribution  of  employees  and  state, 
fairly  generous  superannuation  allowances,  and  efficient 
measures  for  the  absorption  of  local  pension  schemes.  Its 
chief  weaknesses  are  neglect  of  insurance  principles  in  fixing 
the  amount  of  the  old  age  benefit,  inadequacy  of  provision 
for  refunds  as  well  as  for  disability  allowances,  and  lack  of 
regulation  with  regard  to  age  of  retirement.  The  chief  of 
these  faults — namely,  failure  to  return  the  contributions 
under  various  circumstances — is,  in  part,  the  result  of  an 
attempted  combination  of  two  distinct  problems:  namely,  to 
to  make  provision  for  "present  employees"  and  to  plan 
benefits  for  "new  entrants."  It  is  probable  that,  when  the 
accrued  liabilities  have  been  met,  a  more  generous  policy 
with  respect  to  rebates  will  be  adopted;  but  onlj^  when  con- 
siderably larger  amounts  are  contributed  annually  by  both 
teacher  and  state  will  the  scheme  be  placed  on  a  proper 
working  basis.  The  writer  believes  that  most  teachers  would 
willingly  make  larger  deposits  if  guarantee  of  return  were  a 
feature  of  the  system.  . 


61 
CHAPTER   V 

Teachers'  Pensions  in  Europe 

As  stated  in  our  introductory  chapter,  the  first  public 
school  teachers  to  receive  pensions  were  those  of  German}'. 
The  reason  for  such  precedence  lies  in  the  fact  that  Prussia 
took  the  lead  in  adopting  a  state-controlled  system  of  common 
schools.  The  General  School  Regulations  of  1763,  issued  by 
order  of  Frederick  the  Great,  made  Prussian  education  a  matter 
for  governmental  management;  and  the  school  law  of  1794 
declared  all  schools  to  be  state  institutions.  The  national 
schools  of  Denmark  date  from  1814;  those  of  Scotland  and 
France  from  1833;  and  those  of  England  from  1870. 

So  long  as  schools  for  the  masses  were  even  partially 
under  the  management  of  the  church  and  of  philanthropic 
societies,  thcM-e  was  little  likelihood  of  the  organization  of 
superannuation  systems  for  teachers.  To  be  sure,  some  pen- 
sions were  granted  by  charitable  foundations  and  by  govern- 
ments before  state  control  of  the  schools  was  assumed.  For 
instance,  some  aid  was  extended  as  early  as  1846  by  the  British 
Government,  the  beneficiaries  lieing  the  most  necessitous  of 
the  aged  school  employees:  but  even  this  random  charity  was 
withdrawn  in  1862.  Not  until  eighteen  years  after  the  estab- 
lishment of  a  national  system  of  schools  was  any  approach  to 
an  adequate  retirement  plan  for  British  teachers  formulated 
and  adopted.  This  instance  is  typical  of  the  development  of 
pension  schemes  in  all  countries. 

To-day,  superannuation  systems  for  teachers  in  the 
primary  or  in  the  secondary  schools — or  in  both — exist  in  all 
the  leading  nations  of  Europe.  The  contril)utory  plan  is 
followed  in  about  half  of  these;  in  the  other  half,  straight 
pensions  are  granted.  Outlines  of  these  schemes  are  given  in 
the  following  pages.  Since  detailed  examination  of  each  one 
would  involve  much  repetition,  only  a  half-dozen  of  the  more 
important  are  commented  upon. 

(1)  England. — The  Elementarj^  School  Teachers  Act  of 
1898  specified  a  yearly  contribution  (£3  for  men,  £2  for 
women)  by  the  certificated  teachers  in  service.  The  retire- 
ment allowance  was  to  be  the  annuity  calculated  from  specially 
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prepared  mortality  tables  to  be  purchasable  with  the  aceuinu- 
lated  contributions  of  the  individual  teacher;  this  allowance 
was  to  be  supplemented  by  a  government  grant  of  ten  shillings 
for  each  year  of  recorded  service,  provided  that  the  claimant 
had  contri])uted  to  the  fund  during  at  least  half  the  numl)er  of 
years  which  had  elapsed  since  his  certification.  Disability 
pensions  were  also  provided  for  employees  wdio  became  in- 
capacitated after  ten  years  of  service.  The  state  grant  for 
superannuation  was  raised  from  ten  shillings  to  £l  in  1912; 
several  changes  were  also  made  in  the  rate  of  contri))ution  l)v 
employees.  Teachers  in  secondary  schools  had  no  part  in 
this  scheme. 

In  1914,  it  seemed  almost  certain  that  a  new  contributory 
plan,  similar  to  that  of  the  federated  universities,  and  including 
all  teachers  in  the  state  schools  except  college  professors,  v;as 
about  to  be  adopted.  On  the  outbreak  of  the  Great  War, 
however,  the  matter  was  dropped;  and  in  the  very  month  of 
the  Armistice  the  School  Teachers'  Act  established  a  non- 
contributory  system,  which  applies  to  instructors  in  all  state- 
aided  schools  below  university  rank.  In  this  new  plan,  a 
medical  examination  is  required  on  entering  service,  and  only 
those  teachers  who  pass  this  test  are  eligil)le  for  pension 
benefits.  At  age  sixty,  after  at  least  thirty  years  of  service. 
— ten  of  which  must  be  in  a  state-aided  school — an  employee 
may  retire  on  a  pension  equal  to  one-half  of  his  average  salary 
throughout  his  term  of  teaching,  or  to  ()ne-(>ighth  of  his  average 
salary  for  each  year  of  recognized  service,  whichever  of  these 
two  is  the  less.  A  bonus  equal  to  one-thirtieth  of  the  average 
salary  for  each  year  of  recognized  service,  or  to  one  and  one- 
half  times  the  average  salary,  whichever  is  the  less,  is  also 
promised  at  I'etirement,  payment  to  be  made  in  a  lump  sum. 
The  disablement  allowance,  claimable  after  at  least  ten  years 
of  teaching,  is  one-twelfth  of  the  average  salary  for  each  year 
of  recognized  service.  The  legal  representatives  of  a  teacher 
who  dies  after  at  least  five  years  of  recognized  service  will 
receive  a  sum  not  exceeding  the  average  salary.  When  a 
teacher  dies  soon  after  retirement,  there  is  paid  to  his  representa- 
tives a  sum  which,  added  to  the  aggr(>gate  pension  instalments 
received  l)y  him,  will  eqiuil  the  amount  of  his  average  salai'v. 

If   the   moral   and    psychological   advantages   of   the   con- 
tributory feature  in  a  pension  scheme  are  important,  as  main- 
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tained  throughout  this  (liscussion,  then  the  U'gishitioii  wliicli 
created  the  recent  English  scheme  must  h(>  regarded  as  deci- 
dedly I'eactionary.  The  system  which  it  replaces,  though 
defective  in  some  ways,  was  at  least  Imsed  on  the  jirinciple 
of  insurance,  the  premiums  being  paid  in  large  part  out  of  the 
direct  savings  of  the  employee;  while  the  plan  that  was  on  the 
eve  of  adoption  at  the  advent  of  the  World  War,  but  which 
was  rejected  in  favor  of  the  hastily*  devised  scheme  just 
outlined,  would  have  afforded  really  adequate  protection  to 
teachers,  at  the  same  time  encouraging  thrift  and  avoiding  the 
appearance  of  charity  in  the  allowances. 

An  explanation  of  so  retrogressive  a  measure  may  be 
found  ill  the  fact  that  the  ranks  of  teachers  in  England  were 
depleted  during  the  war;  men  and  women  alike  left  the  school- 
room in  large  numbers,  and  they  must  be  replaced — or  cajoled 
into  resuming  their  former  vocation.  The  dearth  of  instructors 
is  apparent  from  a  special  provision  in  the  new  scheme  to  the 
effect  that  a  woman  who  resigns  in  order  to  be  marri(>(l  may 
latei-  return  and  ([ualify  for  the  pension  by  teaching  for  only 
twenty  (instead  of  the  usual  thirty)  years. 

Attraetcnl  by  what  appears  to  be  a  fvoc  pension,  man}' 
foi'mer — and  many  new — employees  will  doubtless  enter  the 
held;  and  l)ecause  of  the  fact  that  higher  salary-  schedules  are 
being  adopted  coincidently  with  the  superannuation  scheme, 
these  recruits  will  not  be  likely  to  discover  for  some  time  that 
they  are  really  paying  for  the  pensions  themselves — and  that 
very  few  of  them  will  ever  receive  any  returns  for  their  indirect 
contrilnitions. 

Wales  has  no  independent  pension  system  for  teachers; 
the  provisions  of  the  Act  of  1918  apply  to  W(>lsh  as  well  as  to 
English  school  employees. 

(2)  Ireland  has  a  superannuation  scheme  of  its  own, 
dating  from  1879.  It  is  very  similar  to  that  recently  abandoned 
in  England,  except  that  the  teachers  contribute  a  lesser  share 
toward  their  annuities  than  did  their  English  colleagues. 
Men  mav  retire  at  fiftv-five,  and  women  at  fiftv.  on  an  allow- 


*A.s  an  instanfo  of  the  ini-ousi.-^toiicics  ovorli)oked  in  the  hurried  ))reparatic;n  of  the-ljill,  the 
project  provides  for  the  payment  of  a  sum  of  money — doubtless  often  imneeded — to  the  legal 
representatives  of  an  employee  who  dies  after  five  years  of  servire,  but  none  to  an  emplo.vee  who 
bceomes  totally  disabled  after  an  eiiual  term  of  teaching,  and  who  prolialiiy  is  in  great  need  of 
money  for  medical  fees. 
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ance  equal  to  the  annuity  purchasable  with  the  accumulated 
contributions  of  the  individual  teacher,  plus  a  grant  from  the 
government  averaging  about  three  times  the  pension  paid  for 
directly  bj^  the  employee.  The  need  of  more  generous  retire- 
ment incomes  is  recognized  by  the  Commissioners  of  National 
Education,  and  it  is  probable  that,  when  the  question  of  the 
government  of  the  country  is  settled,  a  new  superannuation 
act  will  receive  attention. 

(3)  Scotland. — For  the  first  fourteen  years  of  its  existence. 
The  Elementary  School  Teachers'  Act  applied  to  the  teachers 
of  Scotland  as  well  as  to  those  of  England  and  Wales.  In 
1912,  however,  Scotland  inaugurated  an  independent  system 
for  her  teachers  in  both  primary  and  secondary  schools.  This 
event  opened  up  a  new  era  in  the  history  of  retirement  schemes 
and  furnished  a  model*  which  has  not  yet  been  much  improved 
upon  in  any  existing  system.  An  exhaustive  actuarial  inquiry 
was  a  preliminary  to  the  drafting  of  the  act.  The  scheme 
provides  for  a  yearly  retent,  from  the  grant  allowed  to  each 
school  board,  of  a  sum  not  exceeding  six  per  cent,  of  the 
teachers'  salaries  paid  by  such  board;  at  least  two  per  cent,  of 
this  retent  must  be  made  up  by  the  employers,  while  the 
remainder  may  be — and  often  is — deducted  from  the  teachers' 
pay  roll.  Provisions  is  also  made  for  payments,  by  the 
Scottish  Education  Department,  of  three  and  one-half  and 
three  and  one-quarter  per  cent,  of  the  total  salaries  of  all  men 
and  women  employees,  respectively,  who  are  "future  teachers" 
the  corresponding  rates  for  "existing  teachers"  are  four  per 
cent,  and  three  and  three-quarters  per  cent.  These  payments 
are  made  out  of  the  general  education  fund — which  fund  is, 
in  large  part,  derived  from  appropriations  from  the  British 
treasury,  which  in  turn  is  released  from  all  direct  obligation 
respecting  teachers'  pensions  in  Scotland.  The  combined  con- 
tributions of  employees  and  state  are  invested  by  the  Depart- 
ment at  the  highest  safe  rate,  and  furnish  a  reserve  from  which 
the  annuities  are  paid  to  teachers.  This  general  method  has 
been  referred  to  several  times  in  earlier  chapters  of  this  treatise: 
the  important  point  to  remember  is  that  the  plan  originated 
in  Scotland,  though  now  widely  used  elsewhere. 


*Sec  Chapter  I  of  thi.s  discussion. 
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The  anniiily  of  a  "future  teacher"  (to  use  the  somewhat 
awkward  phrase  of  the  Scottish  act)  is  computed  as  follows: 
For  each  year  of  service  the  pension  is  one-sixtieth  of  his 
average  salary  during  all  that  period,  but  no  fewer  than  ten  — 
and  no  more  than  forty — years  of  work  are  counted  in  reckon- 
ing the  allowance.  In  the  event  of  withdrawal  before  the 
completion  of  ten  years  of  service,  all  contributions  are  to  be 
refunded;  the  same  provision  applies  in  case  of  death,  including 
the  instance  of  a  retired  teacher  who  dies  before  the  total 
allowances  wliich  he  has  received  arc  equal  to  the  total  con- 
tributions made  by  him.  Here,  again,  Scotland  led  the  way 
— as  pointed  out  in  our  introductory  chapter. 

"Existing  teachers"— for  whom  special  appropriations  are 
made,  as  already  indicated — receive  annuities  determined  thus: 
for  each  year  of  service  prior  to  the  act,  one  per  cent,  of  the 
average  annual  salary  during  the  last  five  years  of  such  service. 
Such  teachers,  unless  beyond  sixty-five  years  of  age,  are  free 
to  enter  the  system  on  equal  terms  with  new  employees. 
Disablement  allowances  are  granted  where  necessary  after 
ten  years  of  service.  Finally,  actuarial  valuation  of  the  fund 
every  five  years  is  specified  in  the  act. 

The  foregoing  outline  shows  how  great  an  advance  beyond 
the  "straight  pension"  idea  is  marked  by  the  inauguration  of 
the  Scottish  scheme.  Here  we  have  clear  recognition  of  the 
insurance  principle  and  of  surrender  values;  the  reserve  plan 
at  its  best  is  in  operation;  the  assessment  is  made  to  depend 
upon  ability  to  pay;  allowances  are  definitely  related  to 
salaries.  Had  age  of  retirement  been  made  a  factor  in  com- 
puting pensions,  the  project  would  be  on  a  still  more  scientific 
footing. 

(4)  France. — Teachers  in  the  primary  schools  of  France 
contribute  five  per  cent,  of  their  salaries  to  the  pension  fund. 
The  superannuation  allowance  maj^  begin  at  age  fifty-five, 
provided  that  the  term  of  service,  including  the  period  of 
attendance  at  normal  school  after  the  age  of  twenty,  has  been 
at  least  twenty-five  years:  the  amount  of  this  pension  is  one- 
half  the  average  of  the  six  highest  salaries  received  during 
service,  with  a  minimum  of  six  hundred  francs  for  men  and 
five  hundred  francs  for  women.  Service  beyond  this  length  of 
time    entitles   the    pensioner   to    an   extra   allowance   of    one- 
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fiftieth  of  the  average  salary  multiplied  by  the  number  of 
years  of  teaching;  but  no  pension  may  exceed  three-fourths 
of  the  average  salary.  A  sickness  benefit  is  also  provided,  in 
the  form  of  full  pay  for  three  months  a  year  and  half  pay  for 
another  three  months.  When  a  teacher  dies,  his  widow  or 
young  children  will  receive  an  allowance  equal  to  one-third 
of  that  which  would  have  been  payable  to  him  had  he  lived. 
The  state's  share  in  the  cost  of  all  pensions  is  met  by  appro- 
priations from  current  revenue. 

The  regulations  for  the  pensioning  of  secondary  teachers 
are  somewhat  different  from  those  just  given.  Thirty  years 
of  service,  and  retirement  age  of  sixty,  are  specified;  the  allow- 
ance is  equal  to  two-thirds  of  the  annuitant's  average  salary 
during  the  last  five  years  of  service,  up  to  a  maximum  of  six 
thousand  francs.  The  assessment  consists  of  one-twelfth  of 
the  first  payment  of  any  salary,  at  the  time  of  the  periodical 
increase  in  the  stipend:  other  contributions  (or  deductions 
from  earnings)  are  specified  in  the  law,  and  are  applicable 
throughout  the  full  term  of  service.  These  various  retents 
amount  to  five  per  cent,  of  the  teacher's  yearly  salary,  as  in 
the  case  of  an  employee  in  the  primary  schools.  Retirement 
at  age  fifty  is  sanctioned  in  the  event  of  incapacitation.  The 
allowance  to-  a  widow  or  to  minor  children  ranges  from  one- 
third  to  two-thirds  of  that  to  which  the  teacher  would  have 
been  entitled  had  he  lived — provided  that  he  has  fulfilled  the 
service  requirements. 

The  pension  laws  for  teachers  in  l)oth  secondary  and 
primary  schools  date  from  1876.  They  illustrate  in  a  striking 
manner  the  gross  unfairness  of  a  scheme  operated  on  the 
principh^  of  no  refunds  to  members  who  are  not  pensionable. 
Five  per  cent,  of  salary  is  a  contribution  sufficiently  large  for 
the  maintenance  of  a  fund  which  would  provide  for  rebates: 
in  the  Ontario  scheme,  for  example,  the  total  payments  of 
employees  and  government  into  the  pool  is  only  five  per  cent,  of 
the  yearly  salary'  budget,  yet  return  of  contributions  is  made  to 
teachers  who  secede  after  five  years  of  service.  It  is  true  that 
voluntary  withdrawal  from  teaching  is  less  common  in  France 
than  on  this  side  of  the  Atlantic;  for  there  the  term  of  pro- 
fessional training  is  too  long  to  be  wasted,  and  normal  school 
graduates  are  under  ])ond  to  serve  for  ten  years.  Yet  there 
must  ])e  many  teachers,  young  women  in  particular,  who  do 


not  complete  the  term  of  service  required  as  a  coiulition  of 
the  pension.  An  employee  who  secedes  after  almost  twenty- 
five  years  in  the  French  schools  will  forfeit  more  than  a  year's 
salary;  in  fact,  if  he  could  have  invested  his  enforced  contri- 
butions at  three  and  one-half  per  cent,  compound  interest, 
they  \vould  have  amounted  to  more  than  two  years'  earnings 
at  the  end  of  the  period  mentioned.  A  like  statement  applies 
in  the  case  of  a  teacher  who  dies  or  Ijecomes  .disal)led  before 
reaching  the  pensionable  age;  indeed,  the  lack  of  provision  for 
prematurely  incapacitated  teachers  is  one  of  the  most  notice- 
able defects  of  the  schemes. 

(5)  Germany. — Each  of  the  German  states  has  an  inde- 
pendent system  for  the  pensioning  of  teachers;  but  only  that 
of  Prussia,  which  is  fairly  representative  of  all  except  four  of 
them,  will  here  be  described. 

The  Prussian  scheme  is  noncontributory  for  employees  in 
l)oth  primary  and  secondary  schools.  Retirement  at  age 
sixty-five  is  the  rule;  but  a  teacher  may,  if  disabled,  withdraw 
on  an  allowance  after  ten  years  of  service.  If  incapacitation 
occurs  earlier,  a  pension  may  be  granted  if  the  disability  is 
due  to  the  performance  of  recognized  duties;  in  any  case,  an 
allowance  may  be  authorized  by  special  order.  The  annuity 
paid  on  retirement  after  ten  years  in  the  schools  is  a  definite 
fraction  of  the  terminal  salarj^,  namely:  one-third  or  one- 
fourth,  for  primary  and  for  secondary  teachers,  respectively. 
For  further  service  the  pension  is  one-sixtieth  of  the  final 
salary  multiplied  by  the  number  of  years  of  teaching;  the 
maximum  is  three-fourths  of  the  income  at  retirement.  In 
computing  the  allowance,  the  rent  of  the  house  provided  l)y 
the  school  authorities  is  included  in  the  salary;  and  service  in 
any  German  state  is  counted  in  case  of  migration.  The  pen- 
sion for  the  widow  of  an  elementary  teacher  is  two-fifths  of  that 
of  her  late  husband;  each  child  under  eighteen  years  of  age 
receives  one-fifth  as  much  as  she,  and  this  fraction  is  increased 
to  one-third  at  her  death — provided  that  the  allowance  to  any 
family  does  hot  exceed  that  to  which  the  father  was  entitled. 
To  the  widow  of  a  secondary  teacher  is  paid  one-third,  and  to 
each  of  the  minor  children  one-fifteenth,  of  the  pension  due  to 
the  deceased.  The  range  of  annuities  for  widows  is  from 
three   hundred  to  thirty-five   hundred   marks;   the  state,    by 


68 

fixing  a  scale  of  minimum  salaries,  determines  also  the  minimum 
pension  for  teachers,  and  hence  for  their  dependents. 

As  pointed  out  in  earlier  pages  of  this  treatise,  a  very 
serious  objection  to  any  straight  pension  system  of  the  type 
just  outlined  is  that  the  employees  really  bear  the  expense, 
yet  often  receive  no  allowance.  It  may  be  conceded,  however, 
that  this  objection  has  less  weight  in  Germany  than  it  would 
have  in  most  countries;  for  the  term  of  professional  training 
required  of  German  teachers  is  so  long  that  not  many  graduates 
can  afford  to  withdraw  voluntarily  from  service — unless  it 
be  3^oung  women  who  resign  in  order  to  marry:  and  these  are 
comparatively  few,  since  men  constitute  more  than  three- 
fourths  of  the  teaching  body  in  normal  times.  Moreover, 
the  men  employees,  if  married,  can  scarcely  be  said  to  forfeit 
their  pension  claims  at  death  (as  in  some  systems),  seeing 
that  these  pensions — in  part,  at  least — pass  to  their  widows 
and  children.  Yet,  even  when  these  considerations  are  taken 
into  account,  the  fact  remains  that  the  scheme  is  inequitable. 

Further,  there  is  evidence  that  those  teachers  who  remain 
in  service  until  they  are  entitled  to  the  full  pension  are  not 
alwaj^s  satisfied  with  the  plan.  One  German  schoolmaster* 
states  the  case  thus: 

"The  straight  pensions  push  the  salary  question  into  the 
background  considerably,  since  an  official  with  the  right  to 
a  pension  and  protection  for  his  dependents  can  hardly  com- 
pare his  income  with  those  in  other  callings  and  cannot  easily 
base  a  claim  for  salary  on  such  comparisons.  In  practice 
the  result  is  that  in  the  regulation  of  salai'ies  the  l)enefits  of  a 
pension  privilege  are  estimated  too  high." 

This  is  equivalent  to  a  complaint  that  the  teachers  pay 
more  than  the  cost  of  their  retirement  allowances.  Similar 
])rotcsts  are  common  among  civil  s(u-vants  in  England. 

As  furtluM'  proof  of  the  low  opinion  in  which  straight 
pensions  are  coming  to  be  held  in  (Jermany  we  have  the 
fact,  mentioned  in  an  earlier  chapter  of  this  discussion,  that 
within  Ihe  past  few  years  four  states  have  abandoniMl  the 
nonconti'ibutorv  svstem  in  favor  of  assessment  schemes. 


*,J.  Tews.     Quoted  in  r.ullctiu  Xo.  12  of  tho  C'aniosie  Foundation,  p.    17. 
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(6)  Denmurk. — Pensions  for  the  teachors  of  Donmark 
originated  more  than  a  century  ago.  In  1814  an  act  was 
passed  which  provided  small  allowances  for  necessitous  aged 
schoolmasters;  the  requisite  funds  were  raised  by  the  sale  of 
public  lands  and  of  school-houses  no  longer  needed,  by  county 
taxes,  and  b\  assessment  of  teachers  in  active  service.  Since 
1856  the  school  employees  have  not  contributed,  directly  to 
the  pension  fund.  The  regulations  of  1908  divided  the  cost 
of  the  superannuation  allowances  equally  between  state  and 
county. 

The  i-etiremcnt  system  at  present  in  operation  has  many 
interesting  features.  Any  regularly  appointed  teacher  who 
has  served  for  at  least  five  years,  and  who  has  reached  the  age 
of  thirty,  may  receive  a  pension  reckoned  as  a  fraction  of  his 
average  salary  during  the  last  five  years,  according  to  the 
following  scale:  one-tenth  for  the  first  two  years;  two-tenths  for 
two  to  four  years;  three-tenths  for  four  to  seven  years;  four- 
tenths  for  seven  to  ten  years;  one-half  for  ten  to  twenty 
years;  one-sixtieth  added  yearly  thereafter  u])  to  a  maximum 
of  two-thirds  of  salary  after  twenty-nine  years.  Such  allow- 
ances are  paid  only  to  teachers  who  leave  the  service  on 
account  of  old  age  or  disal)ility — though  dismissal  for  no 
fault  of  his  own  is  sometimes  made  the  ground  for  pensioning 
an  employee.  A  special  case  is  made  of  a  teacher  who  is 
obliged  to  resign  l)ecause  afflicted  with  tulx'rculosis:  any 
such  teacher,  even  if  only  a  part-time  instructor,  is  entitled 
to  a  life  allowance  eciual  to  two-thirds  of  his  salary  at  retire- 
ment. Every  permanently  appointed  teacher  must  provide 
for  his  wife  an  annuity  equal  to  one-eighth  of  his  salary; 
if  he  prefers,  he  may  insure  his  life  in  her  favor  for  an  amount 
equal  to  fifteen  times  that  just  mentioned,  or  deposit  bonds 
the  interest  on  which  will  eciual  the  required  annuity. 

In  1919,  a  ])onus  was  added  to  the  pcmsions  of  teachers, 
widows,  and  orphans  entitled  to  pensions:  this  gratuity  ranges 
from  25  to  40  per  cent,  of  the  original  allowance,  with  a  mini- 
mum of  two  hundred  and  forty  crowns  ($64.32).  The  bonus 
may  be  withdrawn  when  the  cost  of  living  has  returned  to 
normal. 

In  general  plan,  this  scheme  is  similar  to  those  of  iMigland 
and   Prussia,   and  is  therefore  subject  to   the  same  criticism. 
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The  working  of  such  a  system  is  graphically  portrayed  by 
Michael  Peters  in  an  article  entitled  "The  Mischief  of  Pen- 
sions." The  following  excerpts  will  give  an  idea  of  the 
arguments  adduced: 

"It  is  obvious  that  the  state  gaml)les  with  its  employee 
for  his  wages:  'I  will  give  you  a  portion  of  your  wage  as  you 
earn  it;  the  remainder  we  Avill  toss  for  when  I  have  finished 
with    you.'  .      .      This    is    a    gamble    pure    and    simple; 

as  much  a  gamble  as  the  state  lottery  which  is  so  popular  in 
many  countries  It  is  in  no  wise  to  be  inferred  that 

the  state  gambles  for  her  own  direct  benefit;  rather,  it  is 
merely  a  case  -of  robl;)ing  Peter  to  pay  Paul.  But  Peter 
suffers  none  the  less  .  .  .  The  total  deductions  made 
by  government  from  the  marketable  value  of  his  labors  on 
account  of  pensions  thereupon  becomes  lost"  (if  Peter  does 
not  fulfill  the  required  conditions.)* 

(7)  Austria. — Teachers  in  the  (dementary  schools  of 
Austria  pay  three  and  four-fifths  per  cent,  of  their  yearly 
salaries  into  the  pension  fund.  Retirement  is  possible  after 
ten  years  of  service,  the  allowance  at  that  time  being  40  per 
cent,  of  final  salary.  For  each  additional  year  of  work  in 
the  schools,  2  per  cent,  of  salary  is  added  to  the  pension — 
up  to  a  maximum  of  full  salary  after  thirty  years,  whereas 
other  state  officials  must  serve  for  forty  years  in  order  to 
retire  on  full  pay.  If  incapacitation  occurs  within  the  first 
five  years  of  service,  a  sum  ec^ual  to  one  and  one-half  years' 
salary  is  ])aid  in  a  lump  sum,  with  no  additional  grant:  at  a 
later  date:  the  corresponding  allowance  in  the  event  of  dis- 
ablement after  service  of  five  to  ten  years  is  two  years'  salary. 
Secondary  teachers  maj'-  resign  at  sixty-five  on  a  pension 
equal  to  final  salary;  retirement  is  compulsory  for  employees 
who  have  reached  the  age  of  seventy-five. 

(8)  Hi(ii(i<irij. — Forty  years  of  service  in  the  elementary 
schools  of  Hungary  entitles  the  teacher  to  a  pension  of  three 
hundred  to  four  hundred  florins  ($150  to  S200),  according  to 
the  position  filled  by  the  employee:  his  contributions  to  the 
fund  amount  to  one-third  of  a  year's  salary  over  and  above 
three   hundicd    florins,    also   the   same   fraction   of   one   year's 


*  "The  Gentlenmn's  Majiazine,"  Vol.  .'508,  pp.  113-110,  London,  1907. 
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increase  in  wage.  Secondary  teachers  may  retire  after  ten 
years'  service;  the  allowance  in  such  a  case  is  40  per  cent, 
of  salary.  Each  year  of  work  beyond  this  minimum  is  re- 
warded with  an  additional  annuity  of  3  per  cent.:  hence  after 
thirty  years  of  service  a  secondary  teach(>r  may  retire  on 
full  pay,  his  contributions  to  the  fund  having  ))een  reckoned 
in  the  same  way  as  those  made  by  elementary  teachers. 

(9)  Switzerland. — Each  of  the  twenty-five  cantons  of 
Switzerland  has  its  own  regulations  with  regard  to  the  pen- 
sioning of  teachers,  though  in  none  of  the  various  systems 
does  the  employee  make  any  direct  contribution  to  the  fund. 
Local  districts  frequently  supplement  the  cantonal  pension, 
and  retirement  allowances  of  five  hundred  to  seven  hundred 
dollars  are  sometimes  paid.  The  general  pensions  are  paid 
out  of  a  subsidy  granted  by  the  federal  government,  amount- 
ing to  three  francs  per  capita  of  the  population:  in  some 
mountainous  cantons,  four  francs  per  head  is  granted. 

(10)  Italy. — Since  England  adopted  a  straight  pension 
scheme  (in  1918)  Italy  and  Ireland  are  the  only  European 
countries  in  which  the  "savings  bank"  method  of  reckoning 
the  teacher's  annuity  is  employed.  The  elementarj^  school 
employees  of  Itah'  bear  all  the  cost  of  the  general  superannua- 
tion system,  which  was  organized  in  1878.  Each  member 
pays  a  premium  according  to  age,  and  may  retire  at  fifty- 
five  on  the  annuity  purchasable  with  his  accumulated  deposits. 
If  disablement  comes  earlier  than  the  age  mentioned,  the 
teacher  is  fortunate  if  he  belongs  to  one  of  the  various  mutual 
aid  societies  which  exist  in  the  larger  cities.  The  only  pro- 
vision for  secondary  teachers'  pensions  is  an  allowance  of 
from  one-half  to  three-fourths  of  salary  in  cases  of  incapacita- 
tion after  a  prescribed  period  of  service. 

(11)  Spain  has  no  pension  system  for  elementary  teachers. 
Employees  in  the  higher  schools  receive  a  definite  fraction 
of  salary  according  to  the  term  of  service,  namely,  two-fifths 
after  twenty  years,  three-fifth  after  twenty-five  years,  and 
four-fifths  after  thirty-five  j^ears.  The  system  is  noncontrib- 
utory. 

(12)  Portugal. — Like  that  of  Spain,  the  pension  system 
of  Portugal  is  for  secondary  teachers  only,  and  reciuires  no 
contributions  from  employees.     Twenty-five  years   of  service 
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is  rewarded  by  a  pension  equal  to  full  salary;  if  the  teacher 
continues  to  serve  beyond  this  length  of  time,  his  stipend 
is  increased  one-third,  and  he  may  remain  in  his  position  for 
another  ten  years,  retiring  then  on  an  allowance  equal  to 
the  highest  rate  of  salary.  Disablement  benefits  are  also 
provided;  one-third  of  salarj-  is  paid  for  life  to  a  teacher  who 
has  to  retire  after  ten  years  of  service,  and  two-thirds  of 
salary  after  twenty  years. 

(13)  Greece  has  a  contributory  system,  but  it  does  not 
extend  to  elementary  teachers.  The  employees  in  the  higher 
schools  paj^  seven  and  one-half  per  cent,  of  their  salaries  into 
the  fund.  After  nineteen  and  one-half  years  of  service,  the 
pension  is  equal  to  two-fifths  of  salary;  for  each  additional 
year  the  increase  is  one-fiftieth.  Forty  years  in  the  secondary 
schools  thus  entitles  a  teacher  to  a  life  allowance  equal  to 
four-fifths  of  salary. 

(14)  Belgium  provides  retirement  allowances  for  teachers 
both  in  primary  and  secondary  schools,  though  the  regulations 
for  these  two  classes  are  somewhat  different.  The  employees 
contribute  from  three  to  five  per  cent,  of  their  salaries,  with 
additions  on  increase  of  wages.  The  superannuation  allow- 
ance, which  is  payable  after  thirty  j-ears  of  service  to  employees 
who  have  reached  the  age  of  fiftj'-five,  is  equal  to  one-fiftieth 
of  the  average  salary  received  by  the  pensioner  during  his 
last  five  years  of  work,  multiplied  by  the  number  of  years 
of  service;  the  maximum  is  two-thirds  of  the  average  salary 
during  the  final  five  years.  Disablement  allowances  are 
payable  to  claimants  who  break  down  after  at  least  twelve 
years'  work. 

(15)  HuUand  has  maintained  a  pension  system  for  both 
primary  and  secondary  teachers  ever  since  1855.  Emplo3'ees 
in  the  public  schools  make  no  contributions  to  the  fund; 
but  since  1905  teachers  in  ])iivate  schools  are  admitted  to 
membership  on  condition  that  they  pay  two  per  cent,  of  their 
yearly  salaries  towards  the  support  of  the  scheme.  The 
general  rule  for  computing  the  pension  is  that  one-sixtieth 
of  salary  is  allowed  for  each  year  of  service,  but  not  fewer 
than  ten  years,  and  not  more  than  fort}-  years,  are  counted 
in  the  reckoning — also  no  allowance  must  exceed  three  thou- 
sand florins  ($1,200).  Since  1905,  pensions  for  widows  and 
orphans  of  teachers  have  been  piovided. 
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(16)  Nonvay.  —  Until  19 IS  tlicro  was  no  uniform  pension 
scheme  for  teachers  in  Xf)r\vay,  each  claim  being  considered 
separatel^^  bj-  i)arlianicnt.  In  the  year  mentioned,  however, 
a  system  of  allowances  was  adopted.  The  full  pension  is 
equal  to  66  per  cent,  of  salary;  l)ut  if  such  salary  exceeds 
three  thousand  crowns  (.SS04),  the  pension  is  decreased  by 
four  one-thousandths  crown  for  every  additional  crown 
up  to  seven  thousand.  The  maximum  allowance  is  payable 
to  a  teacher  if  the  sum  of  his  j^ears  of  service  and  of  his  age  is 
not  less  than  eighty  years;  in  other  words,  at  least  thirty 
years  of  service  are  presupposed.  For  each  year  that  the 
term  of  teaching  falls  short  of  the  period  mentioned,  a  deduc- 
tion of  one-thirtieth  is  made  from  the  possible  allowance,  but 
the  smallest  pension  paid  is  three-tenths  of  the  maximum. 
As  in  various  other  schemes  already  outlined,  the  remunera- 
tion on  which  the  retirement  allowance  is  reckoned  includes 
rent  of  the  house  provided  for  the  teacher,  light,  fuel,  com- 
pensation for  services  as  secretary-  of  school  board,  etc. 

Disability  pensions,  from  three-fourths  to  the  full  amount 
of  the  regular  superannuation  allowance,  are  granted  in 
cases  of  complete  incapaciation;  if  the  pensioner  is  able  to 
earn  in  some  other  calling  than  teaching,  a  reduction  is  made 
in  his  annuity.  The  widow  of  a  teacher  receives  30  per  cent, 
of  the  pension  to  which  her  deceased  husband  was  entitled, 
with  a  minimum  of  two  hundred  crowns  and  a  maximum  of 
fifteen  hundred  crowns.  Orphans  under  eighteen  are  granted 
one-fourth  of  the  widow's  allov.'ance;  if  both  i)a rents  are  dead, 
the  pension  of  the  children  is  doulded. 

(17)  Sweden. — The  Swedish  pension  system  is  of  the  non- 
contributory  t^-pe,  as  is  that  of  Norway.  For  elementary 
teachers,  the  shortest  term  of  service  counted  in  reckoning  the 
allowance  is  ten  years;  the  maximum  grant — three-fourths 
of  the  final  salary,  but  not  exceeding  one  thousand  crowns 
($268) — is  payable  at  age  fifty-five,  after  thirty  years  of 
work  in  the  schools.  In  the  event  of  incapacitation  before 
the  age  just  mentioned,  a  deduction  of  one  per  cent,  is  made 
for  eveTy  year  wanting  of  thirty  years'  service.  The  schedule 
for  secondary  teachers  is  as  follows:  An  allowance  of  from 
S804  to  $955  is  payable  to  an  employee  who  retires  at  age 
seventv    after    thirtv    vears    of    service,    or    at    age    sixty-five 
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after  forty  years  of  service.  A  disabled  teacher  receives  full 
salary,  but  must  pay  substitutes  until  he  attains  the  age  of 
sixty-five. 

(18)  Russia  provides  pensions  for  secondary  teachers 
only;  these  allowances  range  from  five  hundred  and  fifty 
to  twelve  hundred  roubles  ($275  to  .S600)  after  twenty-five 
years  of  service.  If  a  teacher  remains  longer  in  his  position, 
he  receives  l)oth  pension  and  salary;  furthermore,  his  pension 
increases  20  per  cent,  every  five  years. 

European  countries  not  in  the  foregoing  list  have  not 
yet  adopted  superannuation  schemes  for  their  teachers,  accord- 
ing to  the  latest  information  available. 

It  will  be  seen  that  the  contributory  plan  is  used  in 
Austria,  Belgium,  France,  four  states  of  the  German  empire, 
Greece,  Hungary,  Ireland,  Italy  and  Scotland,  while  the 
straight  pension  method  is  followed  in  Denmark,  England, 
twenty-one  German  states,  Holland  (except  for  teachers  in 
private  schools),  Norway,  Portugal,  Russia,  Spain,  Sweden 
and  S\vitzerland. 

The  comments  offered  on  the  systems  of  England,  Den- 
mark and  Prussia  apply  in  a  general  way  to  all  the  non- 
contributory  schemes  above  outlined;  the  teacher  who  fails 
to  serve  for  a  specified  minimum  period,  ranging  from  ten 
years  upward,  is  not  reimbursed  for  the  decrease  in  salary 
resulting  from  the  operation  of  the  plan*.  A  similar  state- 
ment holds  with  respect  to  the  state's  share  in  the  pensions 
under  a  contributory  system. 

Of  the  various  assessment  schemes  that  have  been  adopted 
in  European  countries,  those  of  Scotland  and  Italy  most 
nearly  conform  to  the  ideal  advocated  in  earlier  chapters  of 
this  discussion.  The  chief  defects  of  the  former  are  that 
teachers  who  withdraw  before  becoming  pensionable  forfeit 
the  state  contributions,  and  that  the  annuities  are  reckoned 
on  the  Inasis  of  service  only,  the  age  and  sex  of  the  pensioner 


*  "  If  no  fontrihutions  whatever  wore  required,  the  teacher  would  still  have  a  vested  interestj 
one  paid  by  invisible  eontributions  made  from  his  salary  by  the  operation  of  economic  law." 
— "Teachers  Pension  Systems  in  Great  Britain,"  by  R.  W.  Sies,  p.  7S. 

"Any  noncontributory  pension  must  exert  a  depressing  effect  on  wages." — "The  Teacher 
and  Old  Age,"  by  Prosser  and  Hamilton,  p.  39. 

"Altho  a  free  pension  is  technically  maintained  by  *  *  *  the  amounts  by  which  wages 
are  depressed,  the  employees  have  no  withdrawal  equities  if  they  resign  or  die  before  becoming 
eligible  for  retirement." — Bulletin  No.  12  of  the  C^irnegie  Foundation,  p.  o. 
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not  being  taken  into  account.  The  Italian  sehenio  avoids 
these  faults  by  making  the  allowance  equal  to  the  life  annuity 
purchasable  at  age  fifty- five  with  the  accumulated  contrilni- 
tions  of  the  individual  teacher;  but,  since  the  state  pays 
nothing  toward  the  project,  these  contributions  are  too  small 
to  provide  an  adequate  income  on  retirement.  As  we  shall 
see  in  the  next  chapter,  some  of  the  schemes  recently  adopted 
in  the  United  States  combine  the  desirable  features  of  these 
two  systems:  while  one  state  provides  for  the  refund  of  the 
government's  share  in  the  allowance,  to  a  teacher  who  secedes 
after  six  years  of  work. 


Note. — For  a  list  of  authorities  consulted  by  the  writer 
for  information  on  the  subject  of  teachers'  pensions  in  European 
countries,  see  Appendix  B. 
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CHAPTER  VI 

Teacheks'  Pensions  in  the   United  States 

The  history  of  pensions  for  teachers  in  the  piibUc  schools 
of  the  United  States  begins  with  the  inauguration  of  the 
Chicago  system  in  1893.  This  scheme  was  supported  by 
assessment  of  the  teachers  in  accordance  with  a  scale  based 
on  length  of  service,  supplemented  by  paj'ments  out  of  muni- 
cipal funds  annually,  up  to  twice  the  amount  contributed 
by  the  employees.  Old  age  and  disability  allowances  were 
included.      Membership  was  optional  until  1916. 

The  first  state-wide  retirement  system  was  that  New 
Jersey,  adopted  in  1896:  it  was  financed  wholly  by  the  teachers, 
and  provided  disability  benefits  only.  Not  until  1909  was 
enrollment  made  compulsory  for  all  teachers  in  the  state. 

In  1902,  Maryland  established  a  noncontributory  sa'S- 
tem  which  offered  a  pension  of  two  hundred  dollars  to  teachers 
of  age  sixty  or  upwards  who  had  served  for  twentj'-five  years 
and  were  "without  means  of  comfortal)le  support."  Five 
years  later  a  noncontributory  scheme  was  launched  in  Rhode 
Island,  the  retirement  allowance  ])eing  fixed  at  one-half  the 
average  salary  of  the  annuitant  during  his  last  five  ^^ears  of 
service:  the  full  pension  was  paya])le  only  to  an  employee  who 
had  taught  for  thirty-five  years,  Imt  a  proportional  part  was 
granted  to  a  teacher  who  became  disabled  after  twenty  years 
of  service.  In  the  same  year  (1907),  the  project  which  the 
New  Jersey  teaching  body  had  organized  in  1896  was  strength- 
ened by  a  state-supported  plan  for  the  benefit  of  aged  school 
employees;  a  railway  tax  was  to  furnish  the  necessary  funds. 
Virginia  followed  in  1908  with  an  assessment  scheme  on  the 
terminal  salary  basis. 

Most  of  the  remarkable  growth  of  pension  systems  in  the 
American  Union  has,  however,  occurred  since  1910.  The 
example  of  tlu^  Carnegie  Foundation  for  the  Advancement 
of  Teaching,  which  paid  its  first  pensions  to  college  professors 
of  the  United  Stat(\s  and  Canada  in  1906,.  has  doubtless  been 
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influential  in  this  development.  Not  only  have  many  new 
schemes  been  established  since  the  date  mentioned,  but 
several  of  the  older  ones  have  been  greatly  modified — 
or  have  been  abandoned,  to  be  replaced  by  othei's.  A  list  oi' 
the  state-wide  systems  at  picscnt  existing,  with  dates  of 
inauguration,  is  as  follows:  Rhode  Island,  1907;  Maryland  and 
Virginia,  1908;  Wisconsin,  1911;  Arizona,  1912;  California, 
Maine,  Massachusetts,  and  North  Dakota,  1918;  Illinois, 
Indiana,  Michigan,  Minnesota,  Montana,  Nevada,  and  New 
Hampshire,  1915;  Connecticut  and  Pennsylvania,  1917; 
Oklahoma,  1918;  New  Jersey,  Ohio,  and  Vermont,  1919; 
New  York,  1920.  Some  of  these  schemes  did  not  become 
operative  until  a  year  or  more  after  the  passage  of  the  acts 
which  created  them. 

Besides  the  twenty-three  state-wide  systems  just  enumer- 
ated, there  are  permissive  schemesin  Colorado  (1909),  Kentucky 
(1912),  and  Utah  (1917).  In  addition  to  thes(^,  local  systems 
have  been  established  in  certain  counties  or  cities  of  Delaware, 
Kansas,  Louisiana,  Missouri,  Nebraska,  Oregon,  South  Caro- 
lina, Tennessee,  and  West  Virginia.  Thus  thirty-six  states 
have  teachers'  pensions  to  a  greater  or  less  extent. 

Along  with  this  growth  of  the  superannuation  movement 
there  has  been  a  development  of  scientific  method  in  the 
planning  of  systems.  To  be  sure,  there  have  been  instances 
in  which  a  state  has  launched  a  scheme  far  inferior  to  some 
of  those  earlier  inaugurated  elsewhere  in  the  Union:  for 
example,  not  one  of  the  seven  established  in  1915  can  com- 
pare with  that  of  Massachusetts, .  which  dates  from  1913. 
The  general  trend,  however,  has  been  toward  a  better  type 
of  system — as  is  evidenced  by  the  admirable  schemes  recently 
adopted  (since  1915)  in  Connecticut,  Pennsylvania,  New 
Jersey,  Ohio,  Vermont,  and  New  York. 

Several  of  the  existing  plans  will  doubtless  be  superseded 
in  the  near  future.  As  they  stand  at  present,  the  twenty- 
three  state-wide  sj^stems  exhibit  a  great  diversity  of  features. 
The  chief  points  of  difference  among  them  may  be  summed 
up  as  follows: 

(a)  In  Maine,  New  Hampshire,  Rhode  Island,  Maryland, 
and  Arizona,  the  noncontributory  plan  is  followed;  while  in 
the  remaining  eighteen  states  of  the  group  the  teachers  pay 
toward  the  support  of  the  project. 


(6)  The  teacher's  contribution  in  California,  Montana, 
and  Nevada  is  a  fixed  sum  yearly;  in  Illinois,  Indiana,  and 
Minnesota  it  is  a  sum  depending  on  length  of  previous  service; 
in  the  other  states  it  is  a  percentage  of  salar}',  though  a  mini- 
mum and  a  maximum  are  often  prescribed. 

(c)  Only  in  the  systems  of  Xew  Jersey,  New  York,  Ohio, 
Pennsjdvania,  and  Vermont  is  emploj-ed  the  ideal  method 
of  yearly  appropriations  of  state  funds  to  accumulate  a  reserve 
approximately  equal  to  that  formed  by  the  teachers'  contri- 
butions. In  three  states — Maine,  Maryland,  and  Virginia — 
the  pension  act  provides  for  the  appropriation  of  a  definite 
sum  annuall}^:  while  in  North  Dakota  the  public  moneys  for 
pension  purposes  consist  of  a  fund  of  ten  cents  for  each  child 
of  school  age,  any  unused  balance  being  set  aside  yearly  as  a 
reserve.  In  the  remaining  states,  the  benefits  are  paid  out 
of  current  revenue. 

(ri)  The  term  of  service  required  for  the  pension,  and  the 
minimum  retirement  age,  both  vary  widel3^  In  Minnesota, 
only  twenty  years  of  work  in  the  schools  is  insisted  upon  as  a 
condition  of  the  allowance,  and  ten  of  these  may  be  outside 
the  state;  while  Indiana  demands  thirty-five  years  of  service, 
of  which  twenty-three  must  be  in  the  state.  Again,  no 
minimum  age  at  which  the  allowance  may  begin  is  fixed  in 
Arizona,  Michigan,  and  several  other  states;  while  in  those 
systems  which  prescribe  such  a  minimum,  the  age  varies  from 
fift}"  (in  Illinois)  to  sixty-two  (in  Pennsylvania  and  New 
Jersey) . 

(e)  Provisions  for  return  of  contributions  in  case  of  with- 
drawal or  death  have  a  very  wide  range.  For  instance,  in 
Arizona  there  is  no  rebate  at  all;  in  Illinois,  half  the  contri- 
butions are  returned,  without  interest;  in  Ohio  full  rebate  is 
made,  wuth  interest;  and  in  Vermont,  all  contributions  of  both 
employee  and  state  are  refunded  if  six  years  of  service  have 
been  given. 

(/)  There  is  also  great  variety  in  the  amount  of  the  disa- 
bility allowance,  as  well  as  in  the  conditions  on  which  such 
benefit  is  payable.  Maine,  for  example,  offers  no  allowance 
of  this  kind,  while,  at  the  other  extreme,  Vermont  provides 
a  maximum  benefit  equal  to  half  salary  to  teachers  disabled 
after  six   years   of   service.      In   many   states,   this   annuity  is 


79 

reckoned  on  the  same  basis  as  the  old  age  allowance.  Ten 
or  fifteen  years  in  the  schools  is  commonly  demanded  as  a 
condition  of  the  pension. 

It  would  be  profitless,  even  if  space  permitted,  to  give 
the  details  of  all  the  various  state  systems — much  less  those 
of  the  scores  of  local  schemes.  We  shall  therefore  confine 
our  attention  to  a  few  typical  ones  only. 

The  text  of  the  pension  act  for  Rhode  Island  is  given 
in  full. 

"It  is  enacted  by  the  general  assembly  as  follows: 

"Section  1.  Any  person  of  either  sex  who  on  the  passage 
of  this  Act  or  thereafter  shall  have  reached  the  age  of  sixty 
years  and  who  for  thirty-five  years  shall  have  been  engaged 
in  teaching  as  his  principal  occupation,  and  have  been  regularly 
employed  as  a  teacher  in  the  public  schools  or  in  such  other 
schools  within  this  State  as  are  supported  wholly  or  in  part 
by  state  appropriation,  and  are  entirely  managed  and  con-, 
trolled  by  the  state,  twentj^-fivc  years  of  which  employment 
including  the  fifteen  years  immediately  preceding  retire- 
ment shall  have  been  in  this  State,  may  at  the  expiration  of 
a  school  year,  unless  his  private  contract  with  his  employer  shall 
otherwise  provide,  be  retired  by  his  employer  or  voluntarily 
retire  from  active  service,  and  on  his  formal  application 
shall  receive  from  the  State  for  the  remainder  of  his  life  an 
annual  pension  equal  to  one-half  of  his  average  contractual 
salary  during  the  last  five  years  before  retiring,  but  in  no 
case  shall  such  annual  pension  ])e  more  than  five  hundred 
dollars: 

"Provided,  hoivever,  That  no  such  employment  as  teacher 
within  this  State  after  this  Act  shall  be  included  within  its 
provisions,  unless  the  teacher  shall  hold  a  certificate  of  qualifi- 
cation issued  by  or  under  the  authority  of  the  State  Board 
of  Education. 

"Section  2.  The  State  Board  of  Education  shall  make  all 
needful  regulations  for  issuing  certificates  of  qualification  and 
carrying  into  effect  the  other  provisions  of  this  Act  not  incon- 
sistent with  the  Act  itself  and  shall  examine  into  and  determine 
the  eligibility  of  each  and  every  applicant  to  receive  a  pen- 
sion under  the  provisions  of  this  Act. 
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"Section  3.  For  the  purpose  of  carrying  this  Act  into 
effect  the  sum  of  ten  thousand  dollars,  or  as  much  thereof 
as  may  be  necessary,  is  hereby  appropriated  out  of  any  money 
in  the  treasury  not  otherwise  appropriated,  and  the  State 
auditor  is  hereby  directed  to  draw  his  orders  on  the  general 
treasurer  in  favor  of  such  persons  and  for  such  sums  as 
shall  be  certified  to  him  by  the  State  Board  of  Education, 
according  to  the  provisions  of  this  Act. 

"Section  4.  This  Act  shall  take  effect  on  the  first  dav  of 
January,   1908." 

The  primitive  system  created  by  this  act  requires  little 
comment.  Though  it  will  doubtless  have  some  effect  rn 
promoting  the  efficiency  of  the  schools  through  the  retire- 
ment of  teachers  who  have  worn  themselves  out  in  the  service 
it  will  in  many  cases  have  the  opposite  effect  of  retaining 
aged  employees  who  would  resign  but  for  the  pension  prospect, 
since  no  maximum  age  of  retirement  is  fixed.  No  encourage- 
ment to  thrift  or  self-reliance  is  offered,  and  despite  the  fact 
that  the  cost  will  ultimately  be  born  by  the  teachers  them- 
selves, the  grant  will  appear  to  be  a  charity,  in  the  opinion 
of  many  persons.  Other  obvious  defects  are  lack  of  disal)le- 
ment  allowances,  neglect  of  the  reserve  plan,  and  failure  to 
make  the  pension  dependent  upon  the  sex  and  age  of  the  bene- 
ficiar}' — except  in  so  far  as  the  term  of  service  determines 
the  latter.  One  good  feature  of  the  plan  is  that  the  state 
certificate  is  made  a  prerequisite  of  the  allowance;  to  one 
who  is  familiar  with  the  old  method  of  local  examination  for 
teachers'  certificates  in  some  parts  of  the  New  England 
states,  the  wisdom  of  promoting  a  higher  standard  of  quali- 
fication  will  l)e  apparent. 

The  Montana  scheme,  established  in  1915,  is  one  of  several 
ill-planned  ventures  which  have  been  launched  with  no  appar- 
ent thought  of  future  cost.  Each  teacher  contributes 
twelve  dollars  annually,  up  to  a  maximum  of  three  hundred 
dollars,  and  after  twenty-five  years  of  service — fifteen  of  which 
must  lie  in  the  state — he  is  entitled  to  a  pension  of  six  hundred 
dollars. 

It  will  be  noticed  that  the  greatest  payment  made  by 
any  teacher  to  the  fund  is  just  half  of  the  retirement  allowance 
for  one  year.      Even  when  four  per  cent,   compound  interest 
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is  added,  these  deposits  will  amount  to  only  a  little  over 
five  hundred  dollars  at  the  time  of  retirement,  if  service  has 
been  continuous;  yet  a  Hfe  annuity-  of  six  hundred  dollars, 
beginning  at  age  forty-three— and  teachers  may  easily  retire 
that  early  on  the  Montana  plan — will,  at  the  most  conservative 
estimate,  cost  over  nine  thousand  dollars.  Evidently  the 
whole  project  is  based  upon  the  probabilit}'  of  forfeitures  by 
seceding  teachers,  since  no  refunds  are  made  on  withdrawal; 
but  even  though  such  separation  be  phenomenally  frequent, 
it  is  safe  to  predict  that  the  scheme  will  collapse  within  a 
few  years.  The  state  treasury  may  endure  the  strain  for  a 
time,  since  the  payments  required,  on  the  .cash  disbursement 
plan  that  has  been  adopted,  will  be  small  at  first;  but  the 
impossibility  of  meeting  the  obligations  undertaken  will 
presently  become  obvious.  Moreover,  the  anomalous  circum- 
stance of  teachers  in  the  prime  of  life  receiving  a  pension 
almost  as  large  as — in  some  cases,  greater  than— their  salaries 
during  active  service,  will  inevitably  lead  to  justifiable  protest 
by  the  pu1)lic. 

We  now  turn  to  the  group  of  recent  systems  alreadj'' 
referred  to,  comprising  those  of  Massachusetts,  Connecticut, 
Pennsylvania,  New  Jersey,  Ohio,  Vermont  and  New  York. 
The  epochal  legislation  which  established  the  ^Massachusetts 
scheme  of  1913  was  the  first  in  America  to  take  advantage  of 
the  experience  previously  gained  in  England  with  respect, 
to  the  "savings  bank"  method  of  computing  annuities  for 
teachers.  This  sj-stem  provides  for  compulsory  assessment 
of  all  new  entrants  at  a  rate  not  less  than  three  and  not  more 
than  four  per  cent,  of  salary — said  percentage  to  be  uniform 
for  all  teachers  at  any  time,  but  subject  to  alteration,  if  neces- 
sary in  the  opinion  of  the  actuary.  Membership  is  optional 
for  "present  employees."  The  retirement  allowance  con- 
sists of  the  life  annuity  actuarially  computed  to  be  purchasable 
with  the  accumulated  contributions  of  the  individual  teacher, 
augmented  by  an  equal  grant  from  the  state — to  be  paid 
out  of  current  revenue.  Retirement  is  permissible  at  sixty 
and  compulsory  at  seventy;  thirty  years  of  service  are  required 
for  the  state  pension.  Refund  of  contributions,  with  three 
per  cent,  compound  interest,  is  made  in  case  of  withdrawal 
or  death.  Disability  benefits  were  not  provided  for  until 
1917. 


82 

The  Connecticut  system  of  1917  is  very  similar  to  that 
just  outhned,  the  chief  point  of  difference  being  that  the  rate 
of  contribution  is  fixed  at  five  per  cent.  Neither  of  these 
two  schemes  applies  the  reserve  plan  to  the  state's  share 
in  the  expense.  The  disadvantages  of  this  defect  were  over- 
come in  the  Pennsylvania  plan,  adopted  in  1917  but  not 
made  effective  till  two  years  later.  In  1919,  New  Jersey, 
Ohio  and  Vermont  abandoned  their  existing  systems  and 
adopted  new  ones  along  lines  similar  to  those  followed  in  the 
Pennsylvania  scheme.  New  York  took  a  like  step  in  the 
ensuing  year. 

The  Vermont  plan,  to  which  frccjuent  reference  has 
already  been  made,  is  unique  in  several  important  respects. 
Each  member  of  the  retirement  association  contributes  5  per 
cent,  of  his  salary:  the  state  sets  aside  annually  a  sum  equal 
to  the  total  deposits  of  the  emploj^ees  for  the  year.  The 
annuity  at  retirement  is  thus  just  double  of  that  purchasable 
with  the  accumulated  contributions  of  the  teacher.  Again, 
this  is  the  only  important  plan  which  recognizes  the  right  of 
the  member  to  claim  the  state  deposits,  as  well  as  his  own.  on 
withdrawing  from  the  scheme  before  the  fixed  retirement  age; 
at  least  six  years  of  service,  however,  are  a  condition  of  this 
privilege.  In  the  opinion  of  the  wa'iter,  this  innovation 
marks  the  beginning  of  a  new  period — just  as  does  the  Scottish 
act  of  1908,  in  which,  for  the  first  time  in  the  history  of 
pensions,  the  right  of  the  contributor  to  demand  his  own 
deposits,  at  withdrawal  from  service,  was  recognized.  The 
time  is  probably  not  far  distant  when  such  double  refund 
will  l)ecome  a  matter  of  course,  though  deductions  to  cover 
disability  risk  must  always  be  necessary.  Still  another 
distinguishing  feature  of  the  Vermont  scheme  is  its  liberal 
provision  for  disabled  employees;  as  previously  mentioned, 
any  teacher  who  becomes  incapacitated  after  six  years  of 
service  may  claim  a  pension  up  to  a  maximum  of  half  his 
average  salary. 

It  is  evident  that  a  Vermont  teacher  is  regarded  as  an 
apprentice  during  his  first  six  years  of  work,  and  is  accordingly 
denied  the  privilege  of  refund  of  state  contributions,  as  well 
as  the  right  to  protection  against  disablement,  until  he  has 
qualified  as  a  full-fledged  member  of  the  force.  Since  no 
such  pro])ati()nary  period  is  required  of  medical  practitioners 
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or  other  professional  men,  it  would  seem  that  the  licensing 
of  a  teacher  by  the  normal  college  authorities  might  well  be 
accepted  as  sufficient  evidence  that  he  is  qualified  to  fulfill 
the  duties  required  of  an  employee  in  the  public  schools, 
and  therefore  entitled  to  all  the  rights  of  the  vocation. 

Of  the  more  elaborate  schemes  in  the  group  under  con- 
sideration, that  of  Pennsylvania  has  been  selected  for  detailed 
discussion.  Since  the  text  of  the  pension  act  is  somewhat 
lengthy,  the  following  summary  is  given. 

All  employees  under  sixt^'-two  years  of  age — except  those 
already  in  service  at  the  inception  of  the  scheme,  for  whom 
enrollment  is  optional — are  obliged  to  contribute  a  percentage 
(not  exceeding  five,  except  at  the  wish  of  the  individual  teacher 
concerned)  of  their  salaries,  in  accordance  with  a  scale  based 
on  sex  and  on  age  at  entrance:  the  state  and  the  local  school- 
boards  unite  to  contribute  an  annual  amount  computed  by 
the  actuary  to  be  sufficient  for  the  accumulation  of  the  neces- 
sary reserve:  and  the  mone3^s  thus  provided  are  invested 
after  the  pensions  for  the  year  have  been  paid.  Retirement 
is  optional  at  sixty-two  and  compulsory  at  seventy.  For 
''new  entrants"  the  superannuation  allowance  is  the  annuity' 
purchasable  with  the  contributions  of  the  individual  teacher, 
together  with  a  state  pension  of  one  one-hundred-sixtieth 
(1,/160)  of  his  average  salarj"  during  the  last  ten  years  of 
service,  multiplied  by  the  number  of  years  of  such  service. 
A  "present  emploA^e"  receives  an  allowance  calculated  in 
the  same  way  as  that  just  described,  but  is  entitled  to  a 
further  pension  of  one  one-hundred-sixtieth  (1/160)  of  final 
salary  for  each  year  of  "prior  service,"  with  a  maximum  of 
half  salary.  A  disablement  benefit  which,  with  the  annuity' 
purchased  by  the  claimant's  contributions,  equals  one-nine- 
tieth (1/90)  of  the  final  salary  multiplied  Ijy  the  number  of 
years  of  service,  is  also  promised  to  teachers  who  become 
wholly  incapacitated  after  at  least  ten  years  of  work.  Finalh', 
refund  of  all  contributions  of  the  employee,  with  4  per  cent, 
compound  interest,  is  to  be  made  in  cases  of  death  or  with- 
drawal; or  an  actuarially  equivalent  annuity  may  be  paid 
instead,  if  desired. 

Let  us  now  examine  each  of  the  provisions  set  forth 
above. 
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(1)  "Present  employes" — some  of  whom  will  have  made 
plans  of  their  own  for  future  needs — are  not  compelled  to  join 
the  retirement  association.  For  "new  entrants"  enrollment 
is  mandatory:  thus  compulsory  saving — which  will  appear 
no  hardship  except  to  those  who  are  most  improvident,  and 
who  accordingly  have  most  need  of  coercion — is  made  universal. 
At  the  same  time,  a  large  membership  will  tend  to  make  the 
use  of  general  mortality  tables  more  dependable.  One  of 
the  weaknesses  of  l)oth  the  Vermont  and  the  New  Jersey'' 
schemes  is  that  membership  is  optional — though  thej^  were 
originally  intended  to' operate   on  the   compulsory  principle. 

(2)  By  the  double  reserve  plan  adopted,  the  contributions 
of  teacher,  municipality,  and  state  arc  made  to  yield  the 
highest  possible  dividends;  while  the  cost  from  the  outset  is 
nuide  practically  uniform,  thus  avoiding  later  protests  against 
rising  expense,  and  placing  a  due  share  of  the  expenditure 
upon  the  generation  that  adopted  the  scheme. 

(3)  The  scale  of  contributions  required  of  teachers  is 
as  follows: 

Percentage  of  Salary 


Age 

Men 

Women 

Age 

Men 

Women 

Age 

Men 

Women 

18 

3.;-33 

3.69 

33 

3.49 

4  07 

4S 

4.20 

5.10 

19 

3.33 

3.71 

34 

3.51 

4.11 

49 

4.27 

5.20 

20 

3.33 

3.74 

35 

3.55 

4.16 

50 

4.34 

5.29 

21 

3:33 

3.75 

36 

3.  ,58 

4  21 

51 

4.41 

5.40 

22 

3  34 

3.78 

37 

3.62 

4.27 

52 

4.49 

5. 50 

23 

3. 34 

3.79 

38 

3.65 

4.32 

53 

4.57 

5.61 

24 

3.34 

3.81 

39 

3.70 

4.38 

54 

4.64 

5.72 

25 

3.35 

3.83 

40 

3.74 

4.45 

55 

4.73 

5.83 

26 

3.3() 

3.85 

41 

3.79 

4.52 

56 

4.81 

5.94 

27 

3.;;7 

3.88 

42 

3.84 

4.. 59 

57 

4.90 

6  07 

28 

3.38 

3.90 

43 

3.89 

4.67 

58 

4.98 

6.18 

29 

3.40 

3.93 

44 

3.95 

4.75 

59 

5.08 

6.31 

30 

3  42 

3  96 

45 

4.01 

4.83 

60 

5.16 

6.42 

31 

3.44 

4.00 

46 

4.07 

4.92 

61 

5.30 

6.59 

32 

3  4(5 

4.03 

47 

4.14 

5.01 

Since  women  are  longer  lived  than  men,  their  annuities 
cost  the  more,  and  hence  their  contribution  rates  are  the 
higher.  The  grading  of  rates  according  to  age  is  based  on 
mortality   tables.     Since   the   state   grant-  is   forfeited   b}^   all 
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employees  wlio  die  or  retire  before  age  sixly-two,  the  large 
contrilnitioDS  made  by  teachers  in  middle  life  will  often  add 
materially  to  the  permanent  fund;  luoreover,  late  entrants 
are  compelled  to  pay  more  toward  their  allowances  than  would 
be  possible  under  a  flat  rate,  thus  reducing  the  amounts  that 
must  be  appropriated  by  the  state  for  allowances  to  employees 
who  become  pensionable.  These  late  entrants  will,  for  the 
most  part,  consist  of  teachers  who  had  served  for  some  time 
prior  to  the  inception  of  the  scheme,  only  a  few  of  whom 
contributed  to  a  central  fund  under  the  former  permissive 
system.  Were  it  not  for  the  existence  of  this  body  of  "present 
employees,"  a  fiat  rate  of  assessment  would  be  preferable, 
■since  it  is  readily  understood  by  the  contributors  and  easily 
applied  in  computations.  Few  persons  begin  teaching  after 
the  age  of  thirty;  and,  as  the  above  tables  show,  the  rates  of 
assessment  at  thirty  and  at  twenty  differ  only  slightly.  How- 
ever, the  sliding  scale  gives  former  employees  an  opportunity 
to  increase  their  allowances;  and  teachers  who  migrate  to 
Pennsylvania  at  middle  age  from  some  region  where  no 
pension  scheme  is  in  operation  will  also  find  the  graded  rates 
advantageous.  It  is  to  be  understood  that,  as  stated  in  the 
outline  of  the  system  given  above,  the  rate  of  assessment 
corresponding  to  any  age  in  the  table  means  the  uniform  rate 
which  will  be  levied,  throughout  the  period  of  service,  on  the 
salary  of  a  teacher  whose  membership  dates  from  that  age. 

(4)  Less  commenda])le,  from  one  point  of  view  at  least, 
is  the  method  of  providing  public  funds  toward  the  support 
of  the  scheme.  Sections  8  and  9  of  the  superannuation  act 
specify  that  the  commonwealth  shall  furnish  one-half  of  the 
amounts  required  for  the  state  pensions,  and  the  local  school- 
boards  the  other  half.  As  the  subjoined  extracts  from  the 
s'chedule  of  contributions  required  of  employers  will  show, 
the  share  payable  by  the  school  committee  depends  upon 
the  age  of  the  teachers  employed: 

Percentage  of  Salary. 


Age 

Men 

Women 

Age 

Men 

^\'omen 

Age 

40 
45 

Met! 

Women 

20 
25 

1.17 

1.28 

1.29 
1.54 

30 
35 

1.37 
1.49 

1.81 
2  12 

1.58 
1.69 

2.11 
2.00 

8G 

It  is  to  l)e  feared  that,  as  a  result  of  this  arrangement, 
some  boards  will  l)e  induced  to  employ  only  young  and  in- 
experienced teachers.  Further,  the  fact  that  any  part  of 
the  cost  of  the  scheme  is  a  direct  charge  upon  the  employers 
will  lead  to  retrenchment  in  other  important  school  expen- 
ditures. On  the  other  hand,  the  plan  may  sometimes  serve 
to  stimulate  a  sympathetic  local  interest  in  school  matters. 

The  schedule  just  given  applies  to  "new  entrants"  only. 
In  addition  to  the  payments  therein  specified,  school  boards 
must  contribute  two  and  eight-tenths  per  cent,  of  the  salaries 
of  all  teachers  in  their  employ  who  had  entered  service  prior 
to  the  passage  of  the  superannuation  act,  "until  the  accumu- 
lated reserve  in  the  retirement  fund  ec^uals  the  present  A'alue 
of  state  annuities  payable  on  account  of  present  employees." 
These  latter  contributions,  with  equal  ones  from  the  state, 
are  expected  to  suffice  for  the  payment  of  accrued  liabilities; 
for  many  "present  employes"  will  not  teach  until  age  sixty- 
two,  and  will  therefore  forfeit  the  state  pension. 

(5)  The  state  grant  is  reckoned  as  a  fraction  of  final 
salary  (defined  in  the  act  as  the  average  salary  of  the  employee 
during  the  last  ten  years  of  service),  while  the  teacher's 
own  annuity  is  that  purchasable  with  his  total  deposits  and 
interest  thereon.  Each  of  these  methods  has  its  merits  and 
its  faults.  A  pension  equal  to  a  definite  fraction  of  final 
salary  ensures  equality  of  sacrifice;  while  an  allowance  equal 
to  the  annuity  purchased  with  the  accumulated  savings  of  the 
contributor  affords  equality  of  return.  .  On  the  other  hand 
final  salary  is  an  unsatisfactory  basis  in  that  it  takes  no  account 
of  fluctuations  in  the  general  wage  scale;  great  inequality  in 
the  partition  of  the  fund  maj^  thus  result.  Again,  the  early 
contributions  of  a  teacher,  when  each  is  a  fixed  percentage  of 
his  salary  at  the  time  of  assessment,  are  likely  to  be  small; 
hence  an  allowance  purchased  by  to+al  contributions  may  be 
meager  in  comparison  with  final  earnings.  The  Pennsylvania 
plan  is  a  compromise  between  the  two  modes  of  reckoning. 

The  retirement  allowance  after  the  normal  term  of 
service  is  evidently  intended  to  be  about  half  salary.  A  teacher 
serving  from  age  twenty-two  to  age  sixty-two  is  entitled  to 
a  state  pension  equal  to  forty  one-hundred-sixtieths  or  one- 
fourth    of    his   average   salary   for   the    last    ten    years,    while 
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his  own  contril)utions  out  of  a  fairly  uniform  wage  would 
purchase  an  annuity  of  about  the  same  amount,  assuming 
ordinary  rates  of  interest  and  of  mortality.  The  old  age 
benefit  is  thus  a  satisfactory  feature  of  the  scheme.  To  ])e 
sure,  some  other  systems  offer  larger  allowances,  even  while 
maintaining  lower  rates  of  contribution,  but  in  such  instances 
the  few  who  receive  the  pension  are  in  reality  supported 
largely  by  forfeitures  o  direct  payments  made  by  the  many 
who  withdraw  after  a  brief  term  of  service.  In  the  Pennsyl- 
vania plan,  at  least  the  teacher's  deposits  are  safe. 

The  options  permitted  in  place  of  a  life  annuity  for  the 
beneficiary  are  as  follows: 

"Option  1. — If  he  or  she  die  l^efore  he  has  received  in 
payments  the  present  value  of  his  or  her  employee's  annuity, 
his  state  annuity,  or  his  or  her  retirement  allowance  as  it  was 
at  the  time  of  his  retirement,  the  balance  shall  be  paid  to  his 
or  her  legal  representatives,  or  to  such  person,  having  an 
insurable  interest  in  his  or  her  life,  as  he  or  she  shall  nominate 
by  written  designation,  dul}^  acknowledged,  and  filed  with 
the  retirement  board,  at  the  time  of  his  or  her  retirement. 

"Option  2. — Upon  his  or  her  death,  his  employee's  annuity 
his  state  annuity,  or  his  or  her  retirement  allowance  shall 
be  continued  throughout  the  life  of  and  paid  to  such  person, 
having  an  insurable  interest  in  his  or  her  life,  as  he  or  she  shall 
nominate  liy  written  designation,  duly  acknowledged,  and 
filed  with  the  retirement  board,  at  the  time  of  his  or  her 
retirement. 

"Option  3. — Upon  his  or  her  death,  one-half  of  his  or  her 
employee's  annuity,  his  or  her  state  annuity,  or  his  or  her 
retirement  allowance  shall  be  continu(>d  throughout  the  life 
of  and  paid  to  such  person,  having  an  insurable  interest  in 
his  or  her  life,  as  he  or  she  shall  nominate  by  written  designa- 
tion, duly  acknowledged,  and  filed  with  the  retirement  board, 
at  the  time  of  his  or  her  retirement. 

"Option  4. — Some  other  benefit  or  benefits  shall  be  puitl 
to  either  the  contributor  or  such  other  person  or  persons 
as  he  or  she  shall  nominate;  provided  such  other  benefit  or 
benefits  shall,  together  with  such  lesser  employee's  annuity, 
or   lesser   state   annuity,    or   lesser   retirement    allowance,    be 
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certified  by  the  actuary  of  the  retirement  board  to  be  of 
equivalent  actuarial  value,  and  shall  be  approved  by  the 
retirement  board." 

These  various  electives  recognize  the  fact  that  the  scheme 
is  really  a' savings  system,  and  that  at  least  those  deposits 
made  by  the  employee  are  his  property,  just  as  deposits  in 
a  savings  bank  would  be.  The  "last  survivor"  feature  helps 
to  fulfill  an  important  object  of  a  pension  system;  namely, 
the  protection  of  a  widow  or  children  at  the  death  of  the 
pensioner.  In  only  too  many  schemes,  the  cessation  of  the 
allowance  when  the  annuitant  dies  shortly  after  becoming 
pensionable  deprives  his  family  of  all  that  he  has  saved  in 
a  lifetime. 

(6)  A  strange  inconsistency  appears  in  the  rules  governing 
retirement.  In  order  to  receive  the  state  annuity,  the  only 
requirement  is  that  the  teacher  must  be  engaged  in  school 
work  at  the  time  of  his  sixty-second  birthday.  An  employee 
who  serves  from  age  fifty-two  till  age  sixty-two  is  entitled 
to  the  state  grant  for  that  period;  whereas  a  teacher  who 
serves  for  an  equal  term — for  instance,  from  twenty  to  thirty 
3'cars  of  age,  or  even  from  fifty-one  to  sixty-one — and  with- 
draws before  reaching  the  minimum  age  as  specified,  forfeits 
all  claim  on  the  state  fund.  Now  it  is  desirable  that  the 
annuity  should  begin  fairly  late  in  life,  for  it  is  seldom  really 
needed  earlier,  and  rates  of  purchase  decrease  rapidly  with 
advancing  age.  These  facts,  however,  do  not  justif}^  such 
a  contradictory  stipulation  as  that  just  mentioned.  The 
clauses  of  the  act  which  ])ear  on  the  matter  are  as  follows: 


a  Q- 


Section  12. — Should  a  contributor,  by  resignation  or 
dismissal,  or  in  an}'  other  way  than  by  death  or  retirement, 
separate  from  the  school  service,  he  or  she  shall  be  paid  on 
demand  *  *  *  the  full  amount  of  the  accumulated  deduc- 
tions standing  to  the  credit  of  his  or  her  individual  account 
in  the  annuity  savings  fund  *  *  *  jjis  or  her  member- 
ship   in    the    retirement    association    shall    thereupon    cease 


a 


Section  1-4. — Any  contributor  who  is  an  employee 
sixty-two  years  of  age  or  older  may  retire  for  superannua- 
tion    *     *     *     /' 
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The  obvious  remedy  for  this  anomaly  is  to  make  the 
state  annviity  l^egin  at  age  sixty-two,  even  though  service 
may  have  terminated  at  an  earlier  age;  or  else  to  pay  an 
actuarially  equivalent  annuity,  beginning  at  the  time  of 
withdrawal. 

(7)  Another  somewhat  weak  feature  of  the  scheme  is 
the  disability  provision.  Not  only  is  there  no  benefit,  other 
than  return  of  the  employee's  own  contributions,  allowed  to 
teachers  who  become  incapacitated  before  completing  ten 
years  of  service,  but  the  allowance  even  after  that  period  is 
unsatisfactory.  The  minimum  fixed  is  30  per  cent,  of  final 
salary,  including  the  annuity  purchasable  with  the  beneficiary's 
own  contributions,  a  sum  which  must  often  be  insufficient, 
particularly  in   cases   of   complete   prostration. 

(8)  Finalh'',  though  the  regulations  with  regard  to 
refunds,  in  the  event  of  death  or  withdrawal,  are  superior 
to  those  of  many  systems,  they  are  nevertheless  in  need  of 
amendment.  Return  of  the  teacher's  direct  contributions, 
with  interest,  is  indeed  provided  for;  Init  the  contributions  of 
the  state  and  the  municipality  are  withheld  unless  service 
continues  till  age  sixty-two.  If  the  latter  subsidies  were 
regarded  in  their  true  light,  as  deferred  pay,  refund  of  these 
with  interest,  would  also  be  made — after  deduction  of  the 
cost  of  carrying  the  claimant's  disability  risk.  The  actuary 
estimates  that,  if  the  combined  yearly  contributions  of  school 
boards  and  of  state  are  equal  to  2.75  per  cent,  of  the  total 
salaries  of  employees,  the  fund  thus  created  will  suffice  to 
pay  pensions  equal  to  the  annuities  purchasable  with  the 
accumulated  deposits  of  the  teachers,  who  pay  from  3.33  to 
6.59  per  cent,  of  their  earnings — the  average  being  perhaps 
4.25  per  cent.  It  is  therefore  evident  that  something  like 
half  of  the  deposits  made  by  state  and  municipalities  in 
behalf  of  the  employees  is  expected  to  return  to  the  fund 
through  foi'feitures.  Some  such  amount  will  doubtless  be 
needed  to  meet  the  claims  payable  to  incajjaciated  teachers; 
but  the  cost  of  disability  insurance  ought  to  l)c  distributed 
among   the    employees   in    an   equital)le    manner. 

The  following  synopsis  facilitates  a  comparison  of  the 
leading  features  of  the  Pennsylvania  system  with  those  of 
the  schemes  now  in  operation  in  Ohio  and  in  New   York: 


90 
Sources    of    Funds 

Pennsylvania. — Teachers  contribute  according  to  age  at 
entrance.  State  and  school  boards  share  equally  in  con- 
tributions ecjual  to  about  2.75  per  cent,  of  pay  roll. 

Ohio. — Teachers  contribute  4  per  cent,  of  salary.  School 
Vjoards  contribute  yearly  a  sum  equal  to  2.8  per  cent,  of  pav 
roll. 

New  York. — Teachers  contribute  4  per  cent,  of  salary. 
School  ])oards  contribute  yearly  a  sum  equal  to  2.6  per  cent, 
of  pay  roll. 

Superannuation   Allowance,    Term   of   Service  and 

Retirement  Age 

Pennsylvania. — Allowance  is  annuity  purchased  by 
teacher's  contributions,  plus  1/160  of  salary  for  each  j'ear 
of  service.  No  term  of  teaching  is  specified.  Retirement  is 
permissible  at     sixty-two  and  compulsory  at  seventy. 

Ohio. — Allowance  is'  annuity  purchased  by  teacher's 
contributions,  plus  an  approximately  equal  grant  from  state. 
Term  of  teaching  is  thirty-six  years.  Retirement  is  per- 
missible   at    sixty    and    compulsory    at    seventy. 

New  York. — Allowance  is  annuity  purchased  by  teacher's 
contributions,  plus  a  pension  of  one-quarter  average  salary 
during  last  five  years  of  service. 

Disablement    Allowance    and    Service    Required 

Therefor 

Pe7i7isylvania. — Annuity  purchased  by  teacher's  con- 
tributions, plus  1/90  of  final  salary  for  each  year  of  service. 
Minimum,  30  per  cent,  of  final  salary.  T(M-m  of  teaching, 
ten  years. 

Ohio. — Minimum  of  30  per  cent,  of  average  salary  for 
last  ten  years  of  service.      Term  of  teaching,  ten  3'ears. 

New  York. — Annuity  purchased  by  teacher's  contribu- 
tions; plus  1/5  of  average  salary  during  last  five  years  of 
service.      Term  of  teaching,  fifteen  years. 
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Refunds  at  Death  or  Withdrawal 

Pemisylvania. — All  contributions  of  teacher,  wiih  four 
per  cent,  compound  interest. 

Ohio. — All  contributions  of  teacher,  with  four  per  cent, 
compound  interest. 

N'ew  York. — All  contributions  of  teacher,  with  four  per 
cent,  compound  interest. 

In  the  final  chapter  will  be  found  a  table  which  com- 
pares the  Pennsylvania  system  with  the  schemes  of  Massa- 
chusetts, Connecticut,  Vermont  and  New  Jersey. 

In  conclusion  of  this  brief  incpiiry  into  the  teachers' 
pension  systems  of  the  American  Union,  it  may  be  remarked 
that  a  bright  future  seems  assured  for  the  superannuation 
movement  in  that  country.  There,  more  than  twenty  states 
are  already  vying  with  each  other  for  first  place  in  pension 
legislation — amending  or  abandoning  unsuitable  projects — • 
emulating  the  desirable  features  of  retirement  schemes  through- 
out the  world.  A  high  degree  of  excellence  has  been  attained 
in  several  of  the  state  systems;  and  we  may  confidently 
await  still  fui'ther  advancement. 

Note  on   Authorities 

In  preparing  the  foregoing  sketch,  the  writer  has  made 
use  of  publications  obtained  from  the  education  departments 
of  numerous  states,  which  in  some  cases  include  explanatory 
comments  in  addition  to  the  text  of  the  pension  laws.  Various 
annual  reports  of  the  Commissioner  of  Education  at  Wash- 
ington and  of  the  Carnegie  Foundation  for  the  Advancement 
of  Teaching  have  also  been  consulted.  For  th^  Alassachu- 
setts  scheme,  "The  Teacher  and  Old  Age,"  by  C.  A.  Prosser 
and  W.  I.  Hamilton  (Houghton,  Mifflin  Co.,  Boston,  1913) 
has  been  found  useful. 
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CHAPTER  VII 

Teachers'  Pensions  in  Canada 

The  first  superannuation  scheme  for  public  school  teachers 
m  Canada  was  that  adopted  by  the  Province  of  Ontario 
in  1853.  This  system,  if  such  it  can  be  called,  provided  for 
the  annual  appropriation  of  five  hundred  pounds  from  the 
provincial  revenue,  to  be  used  in  small  pensions  for  the  most 
needy  of  the  aged  teachers.  Within  a  few  years  this  amount 
was  increased  to  four  thousand  dollars.  Not  until  1871, 
however,  was  the  contributory  plan  adopted,  thiough  the 
efforts  of  Egerton  Ryerson,  then  Provincial  Superintendent 
of  Education.  The  Ryerson  scheme  required  a  contribution 
of  four  dollars  a  year  from  each  man  teacher,  women  were 
permitted,  but  not  compelled,  to  subscribe.  On  retirement 
at  age  sixty,  a  participant  in  the  project  was  entitled  to  a 
yearly  pension  of  four  dollars  for  each  year's  contribution. 
Several  changes  in  the  terms  of  the  scheme  were  made  before 
1885 — on  which  date  it  was,  at  the  request  of  the  teaching 
body,  made  inoperative  for  employees  entering  the  service; 
but  until  the  inauguration  of  the  present  system  in  1917,  it 
applied  to  those  teachers  who,  prior  to  March  30,  1886,  had 
made  ]niyments  into  \Uv  fund,  and  who  wished  to  maintain 
their  connection  with  the  project.  Though  the  original 
rate  of  assessment — namely,  four  dollars  a  year — was  still 
employed  at  the  time  when  the  scheme  was  superseded,  the 
retirement  allowance  had  by  the  date  been  increased  to  seven 
dollars  for  each  year  of  service,  in  the  case  of  teachers  holding 
second  class  or  Iiighcr  certificates,  and  of  six  dollars  in  all 
other  instances.  • 

In  1856  came  the  inauguration  of  a  scheme  for  the  teachers 
of  Quebec  Province.  Like  that  of  Ontario,  adopted  three 
years  before^  the  system  was  at  first  noncontriliutory;  but 
in  1880  it  Avas  reorganized  on  the  assessment  i)lan,  the  existing 
teachers  being  given  the  opportunity  of  membership  on 
paying  arrearages  for  their  terms  of  prior  service.  Numerous 
alterations  have  been  made  in  the  scheme  since  the  date 
mentioned;    the    more    important    of    the    present    regulations 
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are  given  later  in  this  cliapter.  The  (^uelx^e  pUin  is  unique 
among  Canadian  pension  schemes  in  that  it  provides  allow- 
ances for  the  widows  of  teachers.  Perhaps  the  example 
afforded  in  this  respect  by  the  system  adopted  in  France  (1876) 
may  account  to  some  extent  for  this  provision. 

The  city  of  Winnipeg,  in  1905,  launched  a  contributory 
scheme  for  teachers,  and  in  the  following  year  Halifax  City 
followed  her  example;  lioth  these  systems,  somewhat  modified, 
are  still  in  operation.  The  year  1910  witnessed  the  estab- 
lishment of  noncontributory  schemes  in  Nova  Scotia  and 
New  Brunswick.  Montreal  inaugurated  an  assessment  system 
in  1912,  and  three  years  later  its  counterpart  was  adopted  in 
Westmount;  indeed,  the  two  acts  read  word  for  word  the 
same  almost  throughout,  except  for  dates  and  names.  Prince 
Edward  Island  is  the  latest  of  the  provinces  to  enact  pension 
legislation,  the  plan  there  in  operation  dating  from   1920. 

The  three  maritime  provinces,  then,  have  noncontri- 
butory schemes;  Quebec  and  Ontario  have  assessment  systems; 
while  the  four  western  provinces  have  not  yet  made  provision 
for  the  superannuation  of  their  teachers.  Of  the  four  pension 
laws  adopted  by  as  many  Canadian  cities,  those  of  Halifax 
and  Winnipeg  employ  the  assessment  plan,  while  those  of 
Montreal  and  Westmount  follow  the  noncontrib>utory  plan. 
As  explained  in  chapter  IV,  the  assessment  schemes  of  Toronto 
and  Ottawa  were  absorbed  by  the  pi'ovincial  system  of  1917. 

So  far  as  the  writer  has  lieen  al>le  to  learn  from  recent 
correspondence  with  the  various  provincial  superintendents 
of  education,  the  schemes  summarized  on  the  two  following 
pages  are  the  only  superannuation  systems  now  existing  in 
Canada  for  the  benefit  of  teachers  other  than  college  professors. 
It  is  too  early  to  ascertain  how  many  Ontario  school  districts 
will  avail  themselves  of  the  opportunity  to  establish  local  non- 
contributory  projects  supplementing  the  provincial  jjensions, 
as  per.'uitted  under  the  law  passed  in   1919. 
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Province 
or  city 

Superannuation  allowance 

Basis  of  retirement 

Nova  Scotia.  .  . 

From  $70  to  $570,  according 
to  certificate  held. 

35  j^ears  in  schools  of  province , 
or  30  j^ears  and  age  60. 

Halifax- 

1  /50  of  final  salary,  multiplied 
by  number  of  years  of  ser- 
vice.   Maximum,  $1,200. 

30  years  in  schools  of  Nova 
Scotia.  Service  in  Halifax 
schools  only  is  counted  in 
computing  the  pension. 

Xew  Brunswick 

1/2  average  salary  during  last 
five  years  of  service.    Maxi- 
mum, $400. 

35  3'ears  in  schools  of  province  . 

Prince  Edward 
Island ..... 

$150. 

40  years  in  schools  of  province . 

Province  of 
Queboc .... 

Men  2  ],er  cent.,  women  3  per 
cent,  of  tot  al  salary  up  to  35 
years.    Maximum,  $1,050. 

20  3'ears  in  schools  of  province, 
and  age  56. 

Montreal  and 
Westmount. 

]Men  1  .2  per  cent.,  women  3 
per  cent,  of  total  salary  up 
to  35  3^ears. 

15  years  in  local  schools,  and 
age  56. 

Ontario 

1/60  average  salary  for  last 
10    years,     multiplied    by 
number    vears    of    service. 
INIaximum,  $1,000. 

40  years  in  schools  of  province , 
for  the  larger  pension.  A 
smaller  allowance  is  paid 
after  30  y(>ars  of  service. 

Winnipeg 

$800,  witli  i)onus  of  a  year's 
salary  for  each  20  years  of 
service. 

30  years  of  service,  20  of 
them  in  \A'ini)ij)esr. 

Additional  Notes 

Manitoba. — "There  is  no  pension  scheme  in  this  province.. 
The   Manitol)a   Educational  Association  has  had  the   matter 
under    consideration    for    several    years    and    the    Minister    of 
Education    has    given    considerable    attention    to    it,    but    no 
definite  scheme  has  yet  been  submitted  to  the   Legislature. 
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Disability  allowance 

Refunds 

Sources  of  revenue 

Full    pension,    if    complete 
disablement  occurs  after 
20  years'  work. 

Provincial  government  grants 
only. 

Same  basis  as  old  age  pen- 
sion,  after   15  years  in 
Xova  Scotia  schools,  10 
of  them  in  Halifax. 

At  death  or  dis- 
missal. 

2  to  4  per  cent,  of  s;ilaries  of 
teachers:  appropriations  by 
school  board. 

Xone. 

Provincial  government  grants 
only. 

Xone. 

Provincial  government  grants 
only. 

Same  basis  as  old  age  pen- 
sion; 20  j^ears  of  service. 

After    10   years 
of  service,   if 
incapacitated. 

2  to  4  per  cent,  of  salaries  of 
teachers;  provincial  grants. 

Same  basis  as  old  age  pen- 
sion; 20  3'ears  of  service. 

Local  taxation  only. 

Same  basis  as  old  age  pen- 
sion: minimum,  $300;  15 
years'  service. 

At  death;  or  on 
withdrawal 
after  5  years 
of  service. 

Teachers  pay  2.5  per  cent,  of 
salaries;  province  pays  an 
equal  sum. 

As  funds  permit. 

None. 

Teachers  pay  $10  or  §20 
yearly,  according  to  salary; 
school  board  gives  53  for 
each  $2  fiu-nished  by 
teachers. 

Winnipeg     is    the    only    school     district    which     has    adopted 
a  pension  scheme..  R.  Fletcher,  Deputy  Minister.'^ 

Saskatcheuian. — "The  matter  of  a  pension  scheme  for  the 
teachers  of  this  province  is  receiving  the  consideration  of 
the  Department.  R.  F.  Blacklock,  Registrar." 
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Sonic  further  details  of  the  sj'stems    outUned  in  the    fore- 
going tabular  statement  will  now  be  given. 

(1)  The  Nova  Scotia  scheme,  which  is  of  a  type  once 
common  in  North  America,  was  inaugurated  in  1910;  amend- 
ments were  made  in  1915,  in  1918,  and  in  1920.  The  original 
regulations  provided  for  allowances  equal  to  the  "government 
grant"  paid  directly  to  school  employees  during  service  — 
except  in  the  case  of  "academic"  teachers,  who  were  to  receive 
pensions  of  double  ihe  amount  of  such  grant.  The  annuities, 
which  thus  depended  directly  upon  the  grade  of  certificate 
held  by  the  beneficiaries,  were  as  follows:  To  teachers  of 
"Class"  D."  S60;  of  "Class  C,"  S90;  of  "Class  B,"  $120; 
of  "Class  Al,"  $150;  of  "Class  A2,"  $150;  and  of  "Academic 
Rank,"  $420,  plus  $80,  in  the  instance  of  a  teacher  of  this 
class  who  had  been  for  at  least  fifteen  years  the  principal  of 
the  schools  in  one  district  on  a  salary  averaging  at  least  $1,000 
during  the  last  five  of  those  years.  The  period  of  service 
required  as  a  condition  of  these  pensions  was  fixed  at  thirty- 
five  years  in  the  schools  of  the  province,  or  thirty  years,  if 
the  beneficiary  had  reached  the  age  of  sixty;  this  was  regard- 
less of  whether  such  service  was  performed  before  or  after 
the  passage  of  the  act.  In  case  of  total  disability  after  at 
least  twenty  years  of  service,  the  full  allowance  was  to  be 
awarded.  Special  provision  was  made  for  inspectors  and 
Normal  School  teachers,  the  maximum  allowance  in  such 
instances  being  fixed  at  $600. 

Additional  Notes  (Continued) 
Alberta. — "Up  to  the  .present  no  pensions  act  has  been 
adopted  by  All)erta.  Some  years  ago  a  tentative  plan  was 
put  forward  by  a  teachers'  organization  and  received  con- 
siderable attention,  but  in  more  recent  years  the  organization 
turned  its  attention  to  other  work.  No  school  board  of 
which  I  am  aware  has  made  any  pi'ovision  for  superannuation 
of  its  teach(>rs. 

"O.  Fred  McNally,  Supervisor  of  ScJiools.'' 

Briiisji  Col iunbia. — "No  provision  has  yet  been  made  in 
this  province  foi'  the  superannuation  of  school  teachers. 
The  question  is,  however,  receiving  the  attention  of  the 
Teachers'  Federation. 

"S.  J.  Willis,  Supcriidcitdenl  of  Education." 
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Subs^c'ciiU'iit  :iiiicii(liiu'iilf>  affected  only  the  uiiiouuts  of 
the  pensions.  At  present  (since  1920)  the  allowances  are  in 
accordance  with  the  following  scale,  which  corresponds  with 
the  earlier  one  already  given:  S70,  SI 05,  $140,  SI 75,  $210 
and  $490,  respectively,  according  to  certificate  held. 

This  system,  as  is  evident,  is  based  upon  the  notions 
that  the  ))(Mision  is  both  a  reward  for  service  in  proportion  to 
its  responsibility  and  a  recompense  for  the  effort  recjuired 
to  secure  the  higher  ranks  of  certificate.  The  teacher  who 
holds  the  "academic  license" — to  which  graduation  from  a 
university  is  a  prerequisite — and  who  also  serves  for  the 
specified  time  in  a  school  of  prescribed  status,  may,  indeed, 
ultimately  receive  an  annuity  as  high  as  $570,  as  shown 
above;  but  this  is  an  isolated  case.  The  rank  and  file  of  the 
school  employees  who  complete  the  period  of  service  demanded 
will  receive  from  seventy  to  one  hundred  and  forty  dollars 
yearly — which  is  far  enough  below  a  subsistence  allowance. 
In  fact,  those  now  retired  will  not  be  paid  even  so  much  as  the 
new  scale  indicates,  since  the  recent  amendment  is  not  retro- 
active; the  originally  authorized  grants  are  paid  in  all  instances 
of  retirement  between  1910  and  1920. 

Th(>  modern  plans  of  incrcMising  the  pension  by  substantial 
contributions  ot"  the  teacher,  and  of  utilizing  the  action  of 
compound  interest,  are  wholly  lacking  here:  the  allowances 
are  paid  out  of  current  revenue,  and  in  the  eyes  of  the  tax- 
payer the  awards  must  be  at  least  strongly  suggestive  of 
almsgiving.  Further,  the  woman  who  retires  at  fifty-two 
receives  the  same  gratuity  as  the  man  who  withdraws  at 
seventy-five — provided  that  the  two  hold  the  same  grade  of 
certificate — though  the  former  has  served  the  province  for 
only  thirty-five  years  and  the  latter  perhaps  for  fifty-five 
years:  this,  too,  regardless  of  the  fact  that  the  actual  cost  of 
retiring  two  i)ersons  of  such  widely  different  ages  is  not  at  all 
the  same. 

In  a  recent  letter.  Dr.  A.  H.  MacKay,  Superintendent  of 
Education,  writes  as  follows:  "The  province  clears  its  con- 
science In-  giving  a  contribution  to  each  teacher  superannuated, 
leaving  school  boards  to  supplement  this  by  local  systems." 
Up  to  the  present,  however,  Halifax  City  has  been  the  only 
municipality  to  adopt  a  scheme  of  its  own.      It  may  be  added 
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that,  if  the  great  majority  of  the  teachers  in  Nova  Scotia  arc 
to  have  a  system  in  any  way  suited  to  their  needs,  the  fewer 
the  local  contributory  schemes  that  are  launched,  the  better. 
The  province  has  advantages  in  engineering  such  a  project 
that  no  smaller  unit  can  possibly  eqvuil. 

(2)  The  teachers  of  Halifax  adopted  a  retirement  scheme 
in  1906;  this  was  amended  in  1913,  in  1919,  and  again  in  1920. 
It  is  financed  chiefly  by  the  employees:  an  act  of  incorpora- 
tion was  secured  for  the  retirement  board  in  1907,  said  board 
consisting  mostly  of  teachers  and  supervisiors  of  the  city  staff. 
Membership  in  the  retirement  association  is  compulsory  on  all 
school  employees  in  the  city  who  do  not  belong  to  any  other 
society  which  offers  retirement  allowances.  The  rates  of  con- 
tribution l:)y  members  are  as  follows: 

SALARY  ASSESSMENT 

$400  or  less 2  per  cent,  of  salary. 

$400  to  $800. ...  3  per  cent,  of  salary. 

$800  oi'  more..  .  .4  per  cent,  of  salary.  ^ 

Any  necessary  funds  not  provided  ])y  these  contributions, 
and  by  the  interest  thereon,  are  made  up  by  the  school  board. 

Thirty  years  of  service  in  the  schools  of  Nova  Scotia  are 
required  as  a  condition  of  the  superannuation  pension — which 
is  a  sum  equal  to  one-fiftieth  of  the  final  salary  multiplied  by 
the  number  of  years  of  service  in  the  Halifa.x  schools,  but 
must  not  exceed  three-fifths  of  the  final  salarj^  and  must  also 
not  exceed  twelve  hundred  dollars.  "In  special  cases  the 
Board  of  Management  shall  have  the  power  to  increase  a 
teacher's  pension  until  the  total  pension  received  from  the 
Provincial  Government  and  the  system  reaches  three  hundred 
and  sixty  dollars."  A  disai)ility  allowance,  reckoned  in  the 
same  way  as  the  superannuation  benefit  except  that  the 
maximum  is  one  thousand  dollars,  is  payable  to  a  member 
who  becomes  totally  incapacitated  after  fifteen  >'ears  in  the 
Nova  Scotia  schools — ten  of  which  must  be  in  Halifax.  No 
refund  is  allowed  of  the  contrilnitions  made  during  th(>  first 
six  3^ears,  except  in  the  event  of  dismissal.  In  case  of  death 
or  of  voluntary  withdrawal  before  the  pension  is  due,  there  is 
a  rebate  of  one-half  the  contributions  made  after  the  first  six 
years.      If    death    occurs    after    the    pension    has    begun,    any 
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unretuiiKHl  balance  uj)  to  one-half  the  total  coni  rihutions  is 
refunded.  A  teacher  who  is  dismissed  may  claim  nin(^-tenths 
of  his  total  payments  into  the  fund.  No  intei-est  is  allowed 
in  any  instance  of  refund. 

This  project  has  the  fault  c()nimon  to  very  nuiny  schemes 
— namely,  inadequate  provision  for  disability  l)enefits  and  for 
refunds.  The  only  way  in  which  a  secedinp;  employee  can 
"beat  the  system"  is  to  g'ct  himself  dismissed  from  service 
at  the  time  which  he  chooses  for  withdrawal.  As  a  single 
instance  of  the  many  inequalities  of  the  scheme,  considtT  the 
case  of  a  teacher  who  dies  after  twenty-nine  years  in  the  service 
of  the  city.  If  his  average  salary  has  been  one  thousand 
dollars,  he  will  have  made  contributions  which,  with  interest 
at  four  per  cent.,  amount  to  over  twenty-two  hundred  dollars; 
yet  his  widow  and  children  will  receive  only  nine  hundred  and 
twenty  dollars  in  all. 

(3)  The  New  Brunswick  system  is  fully  descrilxMl  in  the 
brief  statement  that  it  is  a  noncontributory  scheme  offering 
to  teachers  who  have  served  for  thirty- five  years  in  the  prov- 
ince a  superannuation  allowance  equal  to  one-half  th(>  average 
salary  of  the  l)eneficiary  during  his  last  five  years  of  teaching, 
up  to  a  maximum  pension  of  four  hundred  dollars. 

(4)  In  Prince  Edward  Island  a  flat  pension  of  one  hundi'ed 
and  fifty  dollars  is  granted  by  the  Education  Department  to 
any  teacher  who  has  served  for  forty  years  in  the  schools  of 
the  province. 

Of  both  the  foregoing  schemes  it  is  sufficient  to  sa}'  that 
they  belong  to  the  type  of  which  Dr.  Snedden  has  written:* 
"The  straight  pension  from  the  State  is  like  the  unwise  charity 
which  suggested  the  parody  'It  is  twice  cursed — it  curseth 
him  that  gives  and  him  that  takes.'  " 

(5)  In  the  Province  of  Quebec,  the  pension  scheme  is 
administered  by  a  commission  consisting  of  the  Superintendent 
of  Education  and  four  delegates  chosen  by  the  teaching  body. 
The  fund  from  which  benefits  are  paid  is  created  as  follows: 

"A  reduction  or  stoppage  of  not  less  than  two  per  cent, 
nor  more  than  four  per  cent.,  per  annum,  from  the  salary  of 


*  In  "Tlic  Teacher  and  Old  Age,"  hy  Prosser  and  Hamiltnn,  Introd\iclii)ii. 


100 

every  officer  and  of  every  layman  teaching  without  a  diphjma 
in  schools  of  commissioners  or  trustees  or  in  those  sul)sidized 
by  them  or  by  the  Government,  except  professors  of  music, 
drawing,  or  other  specialties  of  that  nature. 

"A  deduction  of  four  per  cent.,  annually,  from  the  public 
school  fund,  as  well  as  from  that  portion  of  the  superior 
education  fund  appropriated  to  the  support  of  institutions 
managed  or  directed  by  officers  of  primary  instruction. 

"An  annual  grant  not  exceeding  twenty-seven  thousand 
dollars  from  the  Government  of  the  Province." 

It  is  further  specified  in  the  law  that  "officers  of  primary 
instruction"  (i.e.,  teachers  holding  a  diploma)  may  include  in 
their  salaries,  on  which  the  contributions  are  reckoned,  "all 
the  benefits  derived  from  their  position,"  such  as  board, 
lodging,  light  and  fuel. 

As  a  superannuation  allowance,  a  man  r(>ceives  two  pe^' 
cent.,  and  a  woman  three  per  cent.,  of  his  or  her  total  salary 
during  service,  up  to  a  maximum  of  $1,050.  This  general 
rule  is,  however,  sul)ject  to  important  modifications.  The 
longest  term  of  service  counted  toward  the  pension  is  thirty- 
five  years:  a  woman's  allowance  must  not  exceed  nine-tenths 
of  the  average  salary  which  she  received  during  the  ten  years 
when 'her  salary  was  the  highest:  the  minimum  pension  in 
any  case  is  one  hundred  dollars:  the  allowances  may  be  reduced 
"if  the  stoppages  and  grants  are  not  sufficient  to  pay  the 
pensions  as  above  established."  By  increasing  his  contri- 
butions fifty  per  cent.,  throughout  a  period  of  at  least  six 
years,  a  teacher  may  provide  for  his  widow  a  pension  equal  to 
half  his  own  allowance.  The  superannuation  benefit,  which 
does  not  liegin  until  the  beneficiary  is  at  least  fifty-six  years 
old,  is  payable  only  to  certificated  teachers  and  to  inspectors 
who  have  served  for  at  least  twenty  years  in  the  province. 

For  the  disability  allowance,  twenty  years  of  service  are 
required;  such  pension  is  thus  at  least  equal  to  the  minimum 
superannuation  benefit — but  may  begin  at  the  time  of  disable- 
ment, instead  of  at  age  fifty-six.  Medical  examination  of  the 
claimant,  by  a  physician  appointed  by  the  retirement  com- 
mission, is  i)rovided  for,  as  are  also  periodic  visits  l)y  the 
school  inspector  to  such  pensioner. 
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Th(^  only  instancp  in  which  refund  of  contributions  is 
made  to  teachers  who  do  not  complete  twenty  years  of  service 
is  that  indicated  in  the  following  excerpt: 

"  Aftei-  ten  years'  and  less  than  twenty  years'  service* 
an  officer  of  primary  instruction,  who  is  obliged  to  retire 
from  teaching"  (on  account  of  serious  accident  or  en- 
feebled health)  "may  be  repaid  the  sums  which  he  paid 
into  the  pension  fund,  without  interest.  *  *  *  ji^  ^ase 
of  the  officer's  death  during  the  said  term  of  from  ten  to 
twenty  years  of  service,  the  repayment  shall  be  made  to 
the  legal  heirs  of  the  deceased." 

In  this  scheme — as  in  that  of  Halifax,  described  above — 
thc>  few  profit  at  the  expense  of  the  many.  As  the  result  of 
inadequate  funds,  the  benefits  are,  in  large  part,  paid  out  of 
forfeitures  made  by  teachers  who  die  or  secede  before  becoming 
jK'nsionalile.  Some  notion  of  the  way  in  which  the  project 
is  financied  may  be  gained  by  examining  the  instance  of  a 
man  who  teaches  from  age  21  to  age  56  on  a  salary  of  $1,500 
annually.  If  he  contributes  two  per  cent,  of  his  earnings  to 
the  fund,  his  deposits  will,  at  the  time  of  retirement,  amount 
to  $2,297.95 — assuming  four  per  cent.  com])ound  interest  to 
])e  earned.  At  age  o^  he  retires  on  an  annuity  of  $1,050; 
which,  at  Canadian  Government  rates,  w^ould  cost  $12,180,  or 
about  five  and  one-third  times  the  amount  of  his  accumulated 
contributions.  Now  the  province  pays  only  a  small  part  of 
the  benefits,  and  much  of  even  this  insufficient  subsidy  is  used 
to  increase  the  pensions  of  women  teachers — who,  as  we  have 
seen,  receive  far  larger  allowances  in  proportion  to  their  con- 
trilnitions  than  do  the  men.  It  is  thus  evident  that,  in  the 
retirement  of  this  employee,  his  colleagues  must  furnish  the 
greater  part  of  $10,000.  The  injustice  is  most  striking  in  the 
case  of  noncertificated  teachers;  who,  though  compelled  to 
contribute,  cannot  participate  in  the  benefits  of  the  fund. 

(6)  The  independent  pension  systems  followed  by  the 
Protestant  school  boards  of  Montreal  and  Westmount  provide 
superannuation  allowances  to  teachers  who  have  reached  the 
age  of  fifty-six  years  and  who  have  served  for  at  least  fifteen 
years  in  the  local  schools.  These  pensions  are  specified  as  a 
percentage  of  the  aggregate  salary  received  by  the  employee 
during  a  period  reckoned  as  not  exceeding  thirty-five  years. 
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The  schedule  is  as  follows:  To  all  men,  and  to  women  not 
eligible  for  the  provincial  pension,  one  and  one-fifth  per  cent.; 
women  qualified  as  Ijeneficiarics  under  the  provincial  systeni 
receive  three-fifths  per  cent.  The  minimum  allowance  for 
teachers  entitled  to  the  provincial  pension  is  such  a  sum  as 
will  bring;  the  total  superannuation  income  up  to  six  lumdred 
dollars;  the  corresponding  maximum  is  seventy  per  cent,  of 
the  salary  at  retirement.  Disability  benefits,  reckoned  on 
the  same  basis  as  those  for  old  age,  are  granted,  when  justified, 
after  twenty  years  of  service.  No  contributions  are  required 
of  teachers. 

The  allowances  offered  under  these  two  distinct  though 
similar  plans  are  intcMided  merely  to  supi^lement  the  pensions 
paid  by  the  province,  and  are  calculated  accordingly;  the 
model  furnished  l)y  the  general  system  of  Que])ec  is  followed, 
even  to  the  provision  of  a  half  pension  for  the  employee's 
widow.  The  schemes  therefore  call  for  no  special  comment, 
other  than  that  they  give  these  two  cities  an  advantage  in 
securing  the  services  of  the  best  available  teachers. 

(7)  The  supei'annuation  system  for  the  teachers  of 
Ontario  has  l)een  fully  described  in  Chapter  IV. 

(8)  The  schools  of  Winnipeg  are  well  known  throughout 
Canada  for  their  generous  salaries:  the  pensions  are  also 
liberal,  esi)ecially  in  the  instance  of  teachers  in  the  lower 
grades.  Any  (>mployee  who  has  served  for  thirty  years, 
twenty  of  which  must  have  been  in  the  schools  of  the  city,  is 
entitled  to  an  allowance  of  eight  hundred  dollars,  plus  a  year's 
salary-  (ecpial  to  that  at  retirement)  "for  each  twenty  j'ears  of 
service,  or  fraction  ther(H)f."  Disablement  benefits  are  paid 
as  funds  permit.  No  return  of  contributions  is  made  to 
others  than  pensioners.  Teachers  whose  salaries  are  h'ss  than 
fourteen  hundred  dollais  pay  ten  dollars  yearly  into  the  fund; 
all  others  pay  twenty  dollars.  The  city  conti'ibutes  a  dollar 
and  a  half  for  every  dollar  furi.ished  by  the  em])loyees. 

Criticism  of  this  project  is  simply  a  rejielition  of  what 
has  already  been  said  regarding  sc'veial  similar  schemes.  It 
is  evident  at  a  glance  that  the  unusually  large  superannuation 
allowances  which  are  offered,  and  which  will  often  begin  at 
age  fifty,  could  not  possibly  be  paid  out  of  the  fund  created 
1)V  the  noticeal)lv  meager  conl  I'ibutions,  if  anv  provision  were 
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matlo  for  return  of  doposits.  For  instance,  the  total  con- 
tril)utions  made  hy  and  for  a  teacher  whose  sahiry  is  less  than 
fourteen  hundred  dollars  will  be  only  seven  hundred  and 
fifty  dollars  in  the  term  of  service  required — which  is  less  than 
the  pension  for  a  single  year,  to  say  nothing  of  the  bonus. 
It  appears  from  the  foregoing  reviews  that  no  one  of  the 
superannuation,  schemes  for  Canadian  teachers  is  wholly 
satisfactory.  There  is,  however,  prospect  of  improvement. 
The  Ontario  sj^stem,  recent  as  is  its  origin,  has  already  been 
amended  several  times,  and  will  probably  undergo  further 
modification.  Important  changes  in  the  Quebec  scheme  have 
likewise  been  made  during  the  last  few  years.  A  pension 
bill  was  introdu.ced  at  the  latest  session  of  the  Prince  Edward 
Island  legislature:  though  it  failed  to  pass,  its  champions — 
who  consider  the  present  retirement  plan  "very  inadequate" 
— are  hopeful  that  another  session  may  see  it  become  law. 
There  is  some  agitation  for  retirement  schemes  in  Manitoba, 
Saskatchewan  and  British  Columbia,  as  indicated  in  the 
"additional  notes"  on  the  pages  containing  the  tabular  state- 
ment of  Canadian  pension  laws. 

So  far  as  old  age  benefits  are  concerned,  provincial  retire- 
ment schemes  could  not  d(j  better  than  to  make  use  of  the 
system  of  Dominion  Govei'nment  annuities,  wlii(di  now  allows 
four  per  cent,  compound  interest  on  deposits.  However,  this 
system  makes  no  provision  for  disablement  pensions  or  for 
refunds  on  demand.  If  it  be  conceded  that  teachers  who  are 
likely  to  serve  for  only  a  short  time  may  with  justice  be  com- 
pelled to  pay  into  a  fund  which  will  yield  them  a  sure  return 
in  the  twilight  of  life,  but  not  earlier,  then  a  provincial  scheme 
might  be  organizcnl  which  would  finance  a  disal)ility  feature 
on  the  mutual  plan,  and  require  each  member  to  purchase, 
by  yearly  instalments,  an  old  age  pension  from  the  Annuities 
Bureau  at  Ottawa. 

NOTE 

Details  of  the  schemes  reviewed  in  this  chapter  have  been  obtained  from  manuals  o  ' 
school  law  issued  by  the  governments  of  the  various  provinces,  and  by  correspondence  with 
superintendents  of  education  for  the  provinces  antl  tli^-  larger  cities  throughout  Canada. 
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CHAPTER   VITI 

Conclusions 

It  must  be  apparent  to  anyone  who  has  read  the  preeeding 
chapters  that  the  inherent  defect  of  many  pension  schemes  is 
the  questionable  method  bj'  which  they  are  financed.  Though 
a  few  recent  schemes  provide  for  refund  of  contributions  at 
the  death  or  withdrawal  of  the  teacher  irrespective  of  the 
length  of  service  rendered,  very  many  of  the  existing  systems 
withhold  all,  or  a  large  part,  of  the  deposits  that  have  been 
made  ])y  seceding  members,  while  others*  make  no  return  at 
death  unless  tlie  service  requirements  have  been  met.  Now, 
funds  must  be  provided  in  some  way  to  meet  disability  claims; 
and  the  most  common  source  of  such  funds  is  the  forfeiture*  of 
contributions  in  the  circumstances  just  mentioned.  The  main 
object  of  the  present  chapter  is  to  show  how  this  inequality 
can  be  remedied  by  a  co-ordination  of  a  mutual  insurance  jilan 
against  disability  with  the  "savings  bank  method,"  or  "com- 
pulsory savings  and  annuity  plan,"  of  fixing  the  rc^tiring 
allowance.  Concisely  stated,  the  suggested  procedure  is  that 
each  member  of  the  association  is  to  be  credited  with  every 
cent  that  he  pays  into  the  fund,  and  debited  yearly  with  the 
precise  cost  of  carrying  his  disability  risk  for  that  yeai'. 

At  tlie  time  when  a  pension  system  is  being  drawn  up,  it 
is  the  older  teachers  who  are  most  keenly  interested,  and  who 
receive  most  consideration  from  the  designers  of  the  project. 
Since  this  class  of  employees  cannot  be  provided  with  adequate 
allowances  out  of  their  future  savings,  a  kind  of  lottery  method 
is  often  adopted,  in  which  the  few  priz(>s  fall  to  thost*  who, 
through  a  rare  combination  oi  vaiious  circumstances,  meet 
the  conditions  r(>quired.  This  method — designed,  as  we  have 
said,  for  the  benefit  of  teachers  who  are  beyond  middle  age  at 
the  inception  of  th(^  project — is  likely  to  persist,  and  to  be 
imitated  elsewher(\  When  the  conditions  under  which  the 
pension  is  payable  are  made  difficult,  very  few  claims  will  be 
made,  and  the  correspondingly  low  assessment  rate  is  highly 
satisfactory  to  the  little  grou))  of  teachers  who  are  nearing  the 


*Those  of  C'uliforiiia  and  ]')iil:iclcl|)hi:i,  for  cxamiile. 
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ponsional.lr  ao'c:  at  the  same  time  it  does  not  impose  an 
intolei'able  burden  on  an\'  one  of  those  younger  emp!o3'ees  who 
know  well  enough  that  they  will  never  recover  a  cent  of  their 
deposits.  But,  though  this  type  of  plan  is  cheap  from  one 
point  of  view,  it  is  most  undesirable  as  well  as  wholly  un- 
necessai'v. 

Under  ordinary  circumstances,  a  teacher  is  well  able  to 
deposit  in  a  superannuation  fund  eight  or  ten  per  cent,  of  his 
annual  salary  during  thirty  or  thirty-five  years:  at  the  end  of 
which  time  his  accumulated  deposits,  assuming  a  reasonable 
interest  rate,  will  purchase  a  life  annuity — beginning  at  age 
sixty  or  thereabouts — that  will  approximate  half  his  average 
salary  during  service.  If  part  of  the  contributions  are  made 
by  the  state  in  behalf  of  such  teacher,  the  result  will,  of  course, 
be  the  same.  Compulsory  saving,  assisted  by  the  action  of 
compound  interest,  is  thus  the  very  simple  solution  of  the 
superannuation  problem.  This  presupposes  that  "present 
employees"  will  receive  only  such  annuities  as  the  deposits 
made  l)y  them,  and  by  the  state  on  their  behalf  after  the 
adoption  of  the  scheme,  will  purchase:  if  any  arrearages  are 
considered  desirable,  these  are  to  be  paid  out  of  public  funds, 
and  not  out  of  the  earnings  of  "new  entrants."  Under  this 
plan,  forfeiture  of  the  contribution  made  directly  or  indirectly 
by  the  employee — the  thoroughly  objectionable  feature  on 
which  many  systems  depend  largely  for  the  supcM-annuation 
revenues — is  avoided. 

When  we  come  to  consider  the  question  of  disability 
insurance,  so  inadequately  provided  for  in  most  schemes, 
there  arises  a  problem  entirely  different  from  that  of  super- 
annuation benefits.  Old  age  does  not  come  until  the  teacher 
has  had  opportunity  to  prepare  for  it,  whereas  disablement 
may  come  at  any  time.  The  mutual  plan — whereby  a  large 
number  of  persons  co-operate  in  the  payment  of  benefits 
which  may  l)ecome  necessary  in  the  case  of  any  one  of  the 
group,  but  which  will  actually  be  needed  in  only  a  few  in- 
stances— is  thus  the  only  feasible  method  of  providing  against 
premature  incapacitation  It  is  a  matter  of  every  day  observa- 
tion that,  for  every  person  completely  disabled  in  youth  or 
middle  life,  there  are  many  who  live  to  old  age  with  no  dis- 
ability except  that  due  to  the  weight  of  years:  the  contribu- 
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tions  required  for  the  support  of  a  well-conducted  disal)lement 
scheme  will  thus  be  small  compared  with  those  necessary  for 
the  upkeep  of  a  superannuation  fuiul  in  which  no  confiscations 
are  permitted.  Moreover,  if  disability  insurance  is  made 
effective  from  the  date  of  enrolment,  there  can  l)e  no  reason- 
able complaint  of  forfeited  contril^utions,  though  no  return  of 
premiums  is  possible:  for.  as  in  fire  insurance,  the  realh' 
fortunate  of  the  insured  are  those  who  have  no  occasion  to 
claim  the  benefits,  and  the  premiums  are  willingly  forfeited 
for  the  sake  of  the  protection  thereliy  afTorded. 

Of  several  possible  methods  ])y  which  disablement  insur- 
ance may  be  maintained,  the  simplest — and  also  the  most 
suitable  for  so  transient  a  group  as  a  teaching  body — is  that 
which  calls  foi'  a  renewal  of  the  contract  annually.  Each  year 
a  rate  is  struck,  after  the  disaliility  claims  for  that  year  (or  of 
the  preceding  year)  have  been  met;  and  each  participant  pays 
his  share  of  the  expense — which  share  constitutes  his  disability 
insurance  premium  for  that  3'ear.  The  rate  may  varj^  some- 
what from  time  to  time;  but  it  will  always  be  precisely  sufficient 
to  meet  the  actual  expenditure. 

A  coml)ination  of  the  compulsorj^  savings  and  annuity 
method  for  old  age  allowances  with  the  mutual  plan  for  dis- 
aldement  insurance  would  go  far  toward  meeting  all  the  objec- 
tions to  the  pension  schemes  which  have  been  examined  in  the 
earlier  chapters  of  this  discussion.  There  are,  however, 
certain  other  points,  independent  of  the  financing  of  the  pro- 
ject, that  must  be  considered  in  passing  judgment  on  any 
superannuation  scheme  for  teachers.  For  instance,  the 
designers  of  some  of  the  systems  which  we  have  reviewed  were 
evidently  so  obsessed  with  the  insurance  aspect  of  the  matter 
that  they  neglected  what  is  in  reality  the  most  important 
object  of  the  pension  —  namely,  to  make  possible  the  decent 
retii'ement  of  teachers  who  have  become  too  old  for  efficient 
work. 

The  conclusions  reached  by  the  wi'iter  with  regard  to  the 
details  of  a  desirable  pension  scheme  may  be  most  concisely 
stated  by  means  of  a  suggested  plan,  followed  by  a  brief 
survey  of  the  principles  involved  therein. 

As  will  1)6  seen  from  the  outline  which  follows,  many  of 
the  features  of  the  proposed  plan  are  found  in  one  or  other  of 
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existing  systems,  though  no  singh>  schcnu^  incorporates  them 
all.  Several  (>k'nients  which  are  not,  so  far  as  the  writer  is 
aware,  inchuU'd  in  any  system  yet  adopted  Ihougli  some  of 
them  have  been  proposed — are  also  introduced.  Among 
these  are  (a)  an  option  which  pcM'mits  contributions  up  to  any 
desired  amount;  (b)  a  disability  provision  whicii  offers  pro- 
tection from  the  moment  of  a  teacher's  entrance  u]Kjn  his 
work;  and  (c)  a  stipulation  to  the  effect  that,  in  case  of  with- 
drawal or  death  at  any  time,  all  contributions  of  the  employee 
and  of  th(^  State  in  his  t)ehalf — except  that  part  which  has 
been  used  in  carrying  his  disability  risk — are  to  be  refunded 
with  interest,  or  an  equivalent  annuity  paid. 

The  Suggested  Plan 

I.  Administration. 

(a)  A  retirement  board  of  seven  meml)ers — namely,  the 
Superintendent  of  Education,  the  Provincial  or  State  Treas- 
urer, an  actuary,  two  teachers  chosen  by  vote  of  their  colleagues 
and  two  members  other  than  teachers,  one  nominated  by  the 
Superintendent  of  Education  and  one  ])y  the  teaching  l)ody — - 
is  to  l)e  organized. 

(6)  No  remuneration,  other  than  actual  expenses,  is  to  be 
allowed  these  delegates,  except  in  the  case  of  the  actuary. 

(c)  The  cost  of  administering  the  scheme  is  to  l)e  borne 
by  the  state. 

(r/)  Two  funds  are  to  be  maintained — one  for  super- 
annuation benefits  and  the  other  for  disability  Ix'uefits. 

(e)  Provision  is  to  b(^  made  for  systematic  actuarial 
y ablation  of  the  funds  and  foi'  auditing  of  all  accounts. 

(/)  If  a  retirement  system  is  already  in  force,  its  moneys 
are  to  be  used  in  providing  benefits  for  only  those  teachers 
who  have  coiitributed  toward  such  pi-ior  scheme. 

II.  Membership. 

(a)  Teachers  entering  the  service  after  the  establishment 
of  the  system  must  liecome  members  of  the  i-(Mirement  associa- 
tion. 

(6)  Teachers  already  in  service  at  \hr  inauguration  of 
the  scheme  may  or  may  not,  as  they  choose,  become  members 
of  said  association. 
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(c)  All  members  of  the  association  are  to  l)e  eligible  for 
participation  in  the  superannuation  benefits;  but  only  those 
who  pass  at  entrance  a  medical  examination  satisfactory  to 
the  retirement  board  are  to  1)e  eligible  for  participation  in  the 
disability  benefits. 

III.  Teachers'  Contributions. 

(o)  Every  member  of  the  association,  unless  he  is  sixty 
years  old  or  more,  is  to  contribute  each  year  to  the  support 
of  the  scheme  five  per  cent,  of  his  salary. 

(6)  If  a  member  has  not  passed  the  medical  examination 
above  referred  to,  all  of  his  contributions  are  to  be  placed  to 
his  credit  in  the  superannuation  fund. 

(c)  If  a  meml)er  has  passed  the  medical  examination, 
there  is  to  be  deducted  from  his  contribution  for  any  year  a 
sum  sufficient  to  pay  his  share  (one-half)  of  the  cost  of  carrying 
his  disability  risk  for  that  year,  and  the  balance  is  to  l)e  paid 
into  the  superannuation  fund. 

(fl)  In  addition  to  the  amounts  above  specified,  contribu- 
tions up  to  any  desired  amount  are  permitted,  to  apply  onl> 
on  superannuation  benefits.  This  provision  extends  to  all 
members  of  the  association,  except  those  over  sixty  years  old. 

IV.  State  Contributions. 

The  State  is  to  pay  each  year  into  the  joint  fund  a  sum 
equal  to  five  per  cent,  of  the  total  salaries  received  during 
that  year  l)y  all  members  of  the  association  who  are  under 
sixty  years  of  age.  This  contribution  is  to  be  divided  between 
the  two  funds  in  the  same  way  as  are  the  deposits  made  by 
the  employees:  the  state  thus  pays  half  the  disability  pre- 
miums and  half  the  old  age  ])enefits. 

V.  Retirement. 

No  minimum  age  of  retirement  from  service,  and  no 
minimum  period  of  teaching,  are  to  be  specified.  The  super- 
annuation allowance,  however,  cannot  begin  until  age  sixty, 
unless  the  individual  teacher  concerned  can  show  good  reason 
why  his  annuity  should  begin  earlier.  Resignation  is  com- 
pulsory at  sixty,  unless  by  special  concession.* 


*Sincc  some  teachers  are  mentally  and  physically  alert  at  sixty,  siipcrintoiKlonts  slituild  1)« 
vested  with  full  power  to  firant  extension  of  certificate  when  warrante<l. 
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VI.  Benefits  and  Refunds. 

(a)  The  superannuation  allowance  is  to  consist  of  the  life 
annuity  purchasable,  at  the  time  when  such  allowance  begins, 
with  the  accumulated  contributions  of  the  individual  teacher, 
and  of  the  state  in  his  behalf,  to  the  superannuation  fund. 
Four  per  cent,  compound  interest  is  to  be  allowed  on  all  deposits 
from  the  date  on  which  they  are  made.  Standard  mortality 
tables,  or  experience  tables  prepared  expressly  for  teachers, 
are  to  be  used  in  reckoning  the  annuities. 

(6)  The  allowance  payable  to  a  member  who  becomes 
completely  incapacitated  is  to  be  such  a  sum  as,  when  added 
to  the  amount  of  the  life  annuity  purchasable  with  the  total 
amount  to  his  credit  in  the  superannuation  fund,  shall  equal 
one-half  his  final  salary — provided  that  such  allowance  cloes 
not  exceed  the  maximum  prescribed  by  the  retirement  board. 
No  disalnlity  claim  will  be  considered  unless  made  before  the 
applicant  is  sixty  years  old.  In  cases  of  partial  incapacitation, 
the  amount  of  the  allowance  payable  is  to  be  determined  from 
specially  prepared  schedules  which  will  indicate  the  benefit 
to  be  granted  in  each  of  various  degrees  of  disablement  and  of 
earning  capacity  after  retirement  from  teaching.  The  allow- 
ance is  to  be  paid  in  monthly  instalments,  beginning  at  the 
expiration  of  any  sick  leave  on  full  salary  that  is  provided  bj^ 
the  school  law,  and  is  to  continue  while  the  disability  persists, 
State-appointed  physicians  being  the  judges  in  this  matter. 

(c)  In  the  event  of  death,  or  of  withdrawal  from  any 
other  cause  than  disablement,  before  six  payments  have  been 
made  by  the  teacher,  the  total  contributions  to  the  super- 
annuation fund,  by  the  teacher  and  by  the  state  on  his  behalf, 
are  to  be  returned  in  a  lump  sum,  together  with  compound 
interest  at  four  per  cent.:  but  no  contrilnitions  to  the  disabilit}^ 
fund  are  returnable. 

VII.  Present  Ernployees. 

A  teacher  already  in  service  when  the  scheme  is  inaugu- 
rated is  to  receive  an  annuity  (beginning  at  age  sixty,  unless  such 
teacher  is  beyond  that  age  at  the  time)  equal  to  one-eightieth 
of  his  average  salary  during  his  term  of  prior  service,  multiplied 
by  the   number   of   years   of   such   prior  service.*     This   is   in 


*PIans  substantially  the  same  as  this  liavc,  though  costly,  been  adopted  in  Pennsylvania 
and  New  Jersey. 
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addition  to  any  allowance  which  he  may  receive  as  a  member 
of  the  retirement  asssociation,  in  common  with  new  entrants. 
The  remuneration  for  prior  service  is  to  be  made  through 
appropriations  by  the  state — preferably  on  the  reserve  plan, 
after  a  census  of  present  employees  has  lieen  taken. 

A'lII.    Changes  in  Regulations. 

Special  provision  is  to  be  made  for  any  necessary  alteration 
in  the  rules  of  the  scheme,  including  changes  in  the  rate  of 
coiitribution. 


(In  the  following  review,  the  numerical  and  literal  headings 
correspond  to  those  used  in  the  foregoing  outline.) 

Analysis  of  the  Scheme 

1.    Ad iuinistrafion. 

(a)  The  personnel  of  the  suggested  retirement  board  is 
such  as  to  afford  the  teaching  body  a  decided  voice,  while  also 
providing  for  expert  advice  in  tlie  various  questions  that  will 
arise.  The  two  nominated  members  may  fairh'  be  expected 
to  take  an  impartial  view  of  the  entire  situation. 

{}))  Since  the  members  of  the  board  are  not  to  b(>  re- 
munerated, any  charges  of  "graft"  are  precluded. 

(c)  The  executive  expenses  being  paid  by  the  state,  no 
part  of  the  contributions  made  by  and  for  the  teachers  is  to  be 
used  for  any  other  purpose  than  the  payment  of  benefits.* 

(d)  Though  the  moneys  contributed  the  superannuation 
fund  and  toward  the  disability  fund  may  be  invested  in  a 
lump  sum.  the  accounts  must  be  kept  separately,  and  neither 
fund  is  to  be  increased  at  the  expense  of  the  other. 

(e)  Correctness  of  accounts,  and  fre([ueut  actuarial 
valuation  of  the  funds,  are,  of  course,  essential  to  the  safety 
of  th(^  scliem(\  A  separate  account  for  each  contributor  will 
be  necessary,  as  in  a  savings  bank:  such  accounts  arc  a  feature 

of  sevcM'al  existing  schemes. 


♦Strict  adherence  to  this  priiuMplo  may  not  alway.-i  bo  expedient  in  practice. 
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(/)  The  justice  of  providing  that  previous  contributions 
are  to  ])e  used  in  the  interest  of  thos(\  and  those  only,  who 
furnished  the  funds,  is  at  once  apparc^it.  Such  provision  has 
not  always  been  made,  nevertheless. 

2.  Member  ship. 

(«)  Nearly  all  teachers  who  remain  in  the  vocation  need 
to  provide  against  old  age  and  possible  disablement;  and  the 
only  way  to  ensure  the  needed  participation  in  the  benefits 
oiTered  is  to  make  meml)ership  compulsory  among  new  en- 
trants. 

(5)  On  the  other  hand,  some  of  the  teachers  already  in 
service  may  have  taken  out  endowment  policies  in  commercial 
companies,  or  will  for  other  reasons  not  need  or  wish  to  enroll; 
membership  is  therefore  left  optional  for  present  employees. 

(c)  It  is,  however,  manifestly  necessary  to  the  success  of 
the  disability  feature  that  teachers  in  poor  health,  and  hence 
very  likely  to  claim  the  disablement  pension  after  a  short 
intcM'val,  should  be  admitted  only  to  the  superannuation 
benefits — which  are  not  apportioned  on  the  mutual  plan. 
For  those  who  pass  the  state-conducted  physical  test,  universal 
membership  in  the  disability  branch  of  the  scheme  is  necessary 
for  the  reason  (in  addition  to  the  one  given  above)  that  only  in 
a  large  group  can  experience  tables  be  depended  upon  with 
any  degree  of  certainty. 

3.  Teachers'  Contrihations. 

(a)  The  reason  why  a  contribution  rate  of  five  per  cent, 
of  salary  has  been  fixed  upon  is  that  yearly  deposits  of  this 
amount*  and  of  equal  ones  by  the  state  will  suffice  to  pay  the 
employee's  disability  insurance  premiums  at  the  rate  assumed 
and  to  purchase,  after  thirty-five  or  forty  years  of  service,  an 
annuity'  approximating  one-half  or  two-thirds  of  the  employee's 
salary.  Since  it  is  impossil)le  to  predict  the  wage  scale  of 
teachers  in  general,  or  of  any  teacher  in  particular,  throughout 
a  long  term  of  years,  exact  computations  in  this  respect  cannot 
be  made.  If,  for  reasons  presently  to  be  considered,  we  sup- 
pose that  one  per  cent,  of  an  employee's  yearly  earnings,  and 
an  equal  sum  from  the  state,   are  necessarj^  to  pay  disability 


*The  interest  rate  supposed  is  4  per  cent.,  as  already  stated. 
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insurance  premiums,  then  the  annual  deposits  made  l)y  and 
for  such  employee,  and  equal  to  eight  per  cent,  of  her  wages, 
will,  if  she  serves  from  age  twenty-five  to  age  sixty  at  a  level 
salary  of  SI, 000  per  year,  purchase  at  age  sixty  a  life  income 
of  about  $530  at  Canadian  Government  rates  (on  "Plan  B"). 
Again,  if  we  assume  her  salary  to  begin  at  $575  and  to  increase 
$25  annually  to  $1,425,  the  average  will  still  be  $1,000;  but 
the  relatively  small  contril)utions  of  the  first  several  years  will 
reduce  the  annuity  to  about  $478.  In  neither  case  cited, 
however,  is  the  pension  very  different  from  half  her  average 
salary. 

Employees  who  begin  work  younger  than  twenty-five  will 
receive  at  sixty  an  annuity  larger  in  proportion  to  their 
earnings  than  the  one  just  examined;  but  since  such  teachers 
will  seldom  have  had  much  preparation  for  their  work,  their 
salaries  will,  as  a  rule,  be  smaller  than  those  of  their  better 
trained  colleagues.  A  woman  who,  in  these  circumstances, 
serves  continuously  from  age  twenty-one  to  age  sixty  will  earn 
an  annuity  approximating  two-thirds  of  her  wage.  In  the 
case  of  an  employee  not  admitted  to  the  disability  insurance 
group,  all  the  deposits  made  by  and  for  her  will  be  applied  to 
the  purchase  of  a  superannuation  allowance;  which  will  equal 
three-fourths  or  more  of  her  salary,  if  forty  >'ears  of  service 
have  been  given. 

Since  a  maximum  disa1)ility  allowance  is  prescribed,  there 
will  be  a  corresponding  maximum  of  disablement  insurance 
which  any  member  may  carry.  When  the  premium  on  this 
has  been  deducted,  tlie  ])alance  of  the  member's  total  deposit 
for  the  year  is  placed  in  the  old  age  fund. 

(h)  Since  teachers  who  are  not  able  to  meet  the  health 
requirements  cannot  share  in  the  disability  benefits,  they  are 
not  to  contribute  to  the  fund  which  provides  such  benefits. 
This  arrangement  increases  the  superannuation  allowance  of 
such  teachers — which  allowance,  as  explained  above,  may 
liegin  upon  the  incidence  of  disability.  In  some  instances, 
this  benefit  may  serve  the  purpose  of  a  liberal  disablement 
pension. 

(c)  To  provide  for  the  maximum  incapacitation  allowance 
as   specified,   it   is   evident   that   the   amount   of   disablement 
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insurance  on  which  a  niom])(U'  must  pay  a  half  share  of  the 
premium  is  found  for  any  one  year  by  subtractinjj;  the  total 
amount  to  his  credit  in  the  superannuation  fund  from  the 
present  value  of  a  life  annuity  beginning  at  his  age  and  efpial 
to  half  his  salary  foi'  that  yinir  (or,  in  the  case  of  a  high- 
salaried  teacher,  equal  to  the  maximum  disability  pension). 
For  instance,  the  amount  to  A's  credit,  as  shown  by  his 
individual  account,  is  $535;  his  age  is  twentj^-seven;  and  liis 
salary  for  the  year  is  $950.  From  a  table  of  annuities  the 
accountant  finds  opposite  "Men,  age  twenty-seven"  the 
figures  $18.31  in  the  column  headed  "Amount  payable  for  life 
income  of  $1."  He  multiplies  this  by  $475  (half  A's  salary) 
olitaining  $8,697.25  as  th(>  full  amount  of  disablement  insurance 
which  A  must  carry.  Deducting  the'  $535  already  to  A's 
credit,  he  obtains  1^8,162.25  as  the  sum  on  which  A  must  pay 
a  half  premium  for  the  year.  The  whole  process  of  computa- 
tion will  take  only  a  few  seconds,  especially  if  an  electrically 
driven  calculating  machine  be  used  in  the  multiplication; 
hence  no  valid  objection  can  be  made  to  the  amount  of  clerical 
labor  involved  in  this  mode  of  reckoning  the  contrilmtions. 
The  total  of  all  sums  thus  obtained — that  is  to  say,  the  aggre- 
gate disability  insurance  carried  by  the  system — affords  a 
basis  on  which  the  assessment  rate  can  be  computed  when  the 
amount  of  the  disablement  benefits  payable  during  the  year 
is  known.  By  tliis  method  of  computation,  each  teacher 
]iays  the  picmium  on  precisely  the  amount  of  insurance  to 
which  he  is  entitled  if  he  becomes  disabled  during  the  year. 
Toward  the  close  of  a  long  period  of  service,  there  will  be  no 
such  premiums  to  pay:  for  ihc  amount  to  the  teacher's  credit 
in  the  superannuation  fund  will  be  sufficient  in  itself  to  \)\n- 
chase  a  life  annuity  equal  to  half  salary. 

As  already  stated,  the  cost  of  an  adequate  system  of 
disablement  insurance  for  teachers  is  not  yet  determined  l)y 
experience:  hence  the  rate  supposed  above — one  per  cent,  of 
the  teacher's  yearly  earnings,  supplemented  by  an  equal  sum 
from  the  state — must  be  regarded  as  merely  tentative.  There 
are,  however,  some  records  of  disablement  among  other  classes 
of  workers  which  fuinish  a  clue  to  the  probable  cost.  For 
instance,  during  a  six-year  period,  195  out  of  27,210  fireman 
in   New   York   ('\iy  were  retired  on  pensions  as  the  result   of 
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disability  from  any  cause,  including  illness  not  traceable  to 
the  performance  of  duty:  this  is  equivalent  to  one  out  of  837 
yearly.*  Though  genuine  disability  among  school  employees 
is  probably  less  frequent  than  among  firemen — particularly 
when  a  searching  medical  examination  is  a  condition  of  the 
teacher's  membership  in  the  scheme — the  supposition  made 
in  Chapter  III  was  that  one  teacher  out  of  a  group  of  four 
hundred  becomes  incapacitated  each  year — on  which  l^asis  we 
arrived  at  the  assessment  rate  assumed  in  the  plan  under 
consideration.  The  direct  cost  to  a  teacher  for  disablement 
insurance  throughout  a  lifetime  will,  at  the  conservative 
estimate  supposed,  be  approximately  one  per  cent,  of  his 
total  earnings — beginning  at  perhaps  two  })er  cent,  at  age 
twenty  and  diminishing  to  zero  at  age  fifty-five,  or  there- 
al)outs,  if  service  has  been  continuous.  This  computation 
takes  no  account  of  the  fact  that,  since  the  death  rate  among 
totally  disa])led  persons  is  abnormally  high,  the  real  cost  of  the 
life  annuities  will  be  less  than  that  quoted  in  Chapter  III 
from  general  tables.  Harvard  University  is  attempting  to 
finance  a  disablement  fund  for  its  staff  by  setting  aside  annually 
a  sum  not  greater  than  on(>  per  cent,  nor  less  than  on(>-half 
per  cent,  of  the  total  salary  budget:  it  is  yet  too  early,  however, 
to  say  how  adequate  this  provision  will  prove. 

The  premium  per  thousand  dollars  of  disablement  insur- 
ance will,  on  the  plan  under  discussion,  be  the  same  regardless 
of  the  age  of  the  insured.  This  is  in  agreement  with  the 
method  followed  by  various  commercial  insurance  companies 
in  their  sickness  and  accident  policies.  For  instance.  The 
Ocean  Accident  and  Guarantee  Corporation  of  London, 
England,  charges  $79  per  year  for  a  policy  which  promises  an 
income  of  $50  a  week  (limited  to  one  year)  in  the  event  of 
disablement,  the  rate  l^eing  the  same  for  all  ages  from  eighteen 
to  fifty;  persons  between  fifty  and  sixty  pay  $81  per  year. 

At  first  sight,  it  may  seem  unfair  that  a  teachei'  who  has 
])eiiuips  contributed  only  once  to  the  disability  fund  should 
receive  the  same  allowance,  in  case  of  his  breakdown,  as  is 
paid  to  his  colleague  on  the  same  salary  who  has  paid  toward 
the  su])])ort  of  the  scdieme  for  twenty  or  thirty  years  l)efore 


*" Report  of  the  Pension  Funds  of  the  City  of  N%\v  York,"  Part  II,  bv  George  B.   Buck, 
(New  York,  lOKl)  p.  G9. 
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becoming  disa1)l(Ml.  This,  however,  is  an  erroneous  vi(>\v  of 
the  matter.  The  disabhunent  insurance  pr(>mium  is  paid  to 
afford  protection  during  that  year  only  in  which  such  payment 
is  made,  just  as  in  the  case  of  fir(>  or  hail  insurance.  No  one 
would  say  that,  if  a  house  burns  during  the  first  year  of  its 
insurance,  the  owner  is  not  entitled  to  the  amount  specified 
in  his  policy. 

We  reiterate  that  the  mutual  benefit  plan  is  the  only 
feasible  one  for  providing  a  disablement  fund.*  On  the  other 
hand,  provision  for  old  age  can  l)e  made  by  saving,  and  should 
not  be  left  to  the  operation  of  chance. 

(d)  The  opportunity  of  contril)uting  to  the  superannuation 
fund  ui^  to  any  desired  amount  will  encourage  systematic 
saving;  it  will  be  most  valuable  for  late  entrants,  and  for 
employees  on  small  salaries,  as  a  means  of  increasing  their 
annuities  beyond  what  would  be  possible  were  a  fixed  rate 
adopted.  Tables  showing  the  amount  of  the  pension  resulting 
from  payment  of  various  sums,  at  ages  from  eighteen  to  sixty, 
should  be  placed  in  the  hands  of  every  teacher. — It  will  l)e 
noted  that  the  state  does  not  duplicate  contributions  exceeding 
fiv(^  per  cent,  of  salary. 

-1.    State  Contn'bidiofis. 

Theoretically,  the  teachers  might  as  well  make  all  tlu' 
deposits  directly,  instead  of  leaving  it  to  the  state  to  pay 
half.  •  Experience  has  shown,  however,  that  young  teachers 
in  particular  ol)ject  strenuously  to  large  contril)utions.  Con- 
versely, the  state  might  well  bear  all  the  expense — which  it 
could  do  without  adding  to  the  total  public  outlay  for  school 
purposes,  seeing  that  government  pensions  result  in  lowered 
salariesf — Avere  it  not  for  the  moral  and  psychological  advan- 
tages which  attend  a  participation  of  the  employees  in  the 
cost  of  the  scheme.  The  equal  division  of  expenditure  here 
proposed  has  been  adopted  in  various  recent  systems,  and 
appears  the  best  solution  of  the  financial  problem  involved. 
The  state    can  readily  guarantee  the  suggested  four  per  c(mt. 


*See  p.   10.5. 

tSee  pp.  )G,  68  and  75  (foot  note). 
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interest  rate,  without  makino;  itself  liable  for  any  very  heavy 
deficits;  indeed,  the  chances  are  that  thc^  fund  will  earn  a 
higher  rate. 

5.  Retirement. 

No  important  scheme  now  in  existence  offers  the  simple  re- 
tirement features  here  proposed,  without  restrictions  as  to  age 
or  period  of  service.  As  we  have  seen,  the  English  system, 
abandoned  in  1918,  had  similar  provisions  with  respect  to  the 
teacher's  own  annuity,  but  required  a  minimum  service  term 
as  a  condition  of  the  government  grant;  while  the  Pennsylvania 
scheme,  though  prescribing  no  set  length  of  service  for  the 
state  annuity,  demands  that  the  emploj^ee  be  on  the  active 
staff  at  age  sixty-two.  Such  regulations  are  intended  to 
encourage  permanency  of  office.  In  the  simpler  plan  suggested 
by  the  writer,  the  facts  that  the  annuity  does  not  begin  until 
age  sixty,  and  that  withdrawal  even  a  very  few  years  before 
that  age  will  reduce  the  pension  to  an  amount  less  than  half 
salary,  are  depended  upon  to  hold  desirable  employees.  If 
the  annuity  is  made  to  begin  earlier  than  sixty — for  example, 
in  cases  of  premature  incapacitation — the  same  method  of 
computing  the  allowance  will  be  used  as  in  the  normal  instance. 
Absolute  equality  of  return  is  thus  assured  to  all  teachers; 
while  the  charge  upon  the  state  fund  is  quite  independent 
of  the  age  at  which  the  superannuation  pension  begins. 

6.  Benefits  and  Refunds. 

(a)  The  double  reserve  plan,  by  which  the  contributions 
of  both  employee  and  state  are  made  to  accumulate  interest, 
is  followed  in  several  schemes,  such  as  those  of  Scotland. 
Pennsylvania  and  Vermont.  Only  in  the  last  of  those, 
however,  has  been  adopted  the  method  here  advocated  with 
regard  to  the  fixing  of  the  superannuation  allowance — namely, 
by  making  such  allowance  equal  to  the  life  annuity  purchasable 
at  retirement  with  the  accumulated  contributions  of  the 
employee  and  of  the  state  in  his  behalf.  The  advantages  of 
the  method  have  already  been  dwelt  upon  at  length;  they 
are  (1)  equitable  returns  to  the  teacher;  (2)  a  close  relation 
of  pension  to  salary;  and  (3)  the  elimination  of  much  of 
the  guess  work  on  which  many  schemes  are  based.  Any 
disadvantage  due  to  the  fact  that  the  return  as  thus   computed 
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may  be  soniowhat  small  in  proportion  to  final  salary  is  offset 
by  the  o])tion  which  permits  contributions  up  to  any  desired 
amount.  The  elective  annuities  provided  for  will  sometimes 
l)e  of  great  value  to  the  widow  or  the  young  children  of  the 
pensioner  who  dies  shortly  after  entering  upon  his  allowance. 
Similar  options  are  found  in  several  existing  schemes,  as  already 
noted. 

(6)  The  disal)ility  allowance  is  one  of  the  most  important 
features  of  the  suggested  plan.  No  existing  sj'stem  of  which 
the  writer  has  been  able  to  learn  ensures  such  protection 
from  the  outset  of  the  teacher's  labors,  yet  it  is  only  reasonable 
that  a  person  who  has  spent  years  in  preparation  for  pul)lic 
service  should  be  safe  from  the  danger  of  destitution  resulting 
from  an  early  breakdown. 

There  are  at  least  two  reasons  for  specifjdng  a  maximum 
allowance  in  cases  of  disability.  First,  if  such  allowance  is 
small,  little  temptation  is  offered  to  dishonest  claimants; 
second,  too  much  should  not  be  ventured  on  a  single  life  in  a 
mutual  association,  lest  cases  in  which  large  disablement 
claims  are  paid  may  appear  unfair  to  teachers  on  small 
salaries.  The  maximum  should  be  little  more  than  half  the 
median  or  representative  salary;  since  premiums  are  paid 
on  the  exact  amount  of  the  insurance,  there  is  no  injustice 
done  by  this  limitation.  Any  teacher  who  wishes  more 
protection  than  this  maximum  affords  is  free  to  purchase  it 
from  a  commercial  company. 

(c)  The  regulations  with  respect  to  refunds  in  the  event 
of  death  or  withdrawal  fully  recognize  the  principle  that  the 
state  contribution  is  in  the  nature  of  deferred  pay.  The 
nearest  approach  to  the  suggested  return  of  the  deposits 
made  by  teacher  and  state,  together  with  interest,  is  found 
in  the  Vermont  scheme,  by  which  these  double  contributions 
are  refunded,  without  interest,  to  employees  who  secede 
or  die  after  six  years  of  service.  A  full  rebate  of  contribu- 
tions to  the  superannuation  fund  is  the  only  equitable  method 
inasmuch  as  it  is  the  only  one  that  reimburses  the  employees 
for  the  fall  in  salary  resulting  from  the  prospect  of  the  state 
pension.  The  accrued  interest  is,  of  course,  a  logical  part 
of  the  refund — and  costs  the  state  nothing,  seeing  that  the 
deposits  will  easily  earn  at  least  four  per  cent,    while  invested 


118 

by  the  government.  Further,  return  of  the  state  contribu- 
tions excludes  that  chance  element  which  makes  the  assets 
of  a  pension  scheme  cU^pend  upon  the  numlier  of  deaths  and 
of  early  withdrawals.  If  reliable  mortality  tables  are  used  in 
apportioning  the  annuities,  the  superannuation  fund  will, 
on  the  proposed  plan,  ])e  accurately  computable  at  any  time, 
for  the  sums  that  are  to  be  paid  out  of  the  fund  are  precisely 
those  sums  of  which  the  present  worth  has  been  deposited 
therein. 

7.  Present  Employees.* 

The  suggested  method  of  dealing  with  "existing  teachers" 
by  allowing  each  an  annuity'  equal  to  as  many  eightieths  of 
his  average  salary  during  prior  service  as  are  the  years  of 
such  service,  is  that  adopted  by  Pennsylvania  in  its  recent 
legislation.  A  teacher  who  has  served  for  fort}'  years,  and 
is  thus  on  the  eve  of  retirement  at  the  inception  of  the 
scheme,  will  thus  receive  one-half  of  his  average  salary  during 
his  term  of  teaching.  A  careful  census  of  the  "existing 
teachers"  will  make  possible  an  accurate  estimate  of  the  cost 
involved.  The  creation  of  a  reserve  fund  will  save  interest, 
and  will  also  place  as  much  as  possible  of  the  cost  upon  the 
generation  served  by  the  older  teachers. 

8.  Changes  in  Regulations. 

In  almost  all  superannuation  schemes,  it  becomes  neces- 
sary after  a  time  to  alter  certain  of  the  rules  that  were  originally 
adopted.  It  is  therefore  well  to  make  in  advance  definite 
provision  for  such  changes.  The  New  Jersey  system  even 
provides  for  the  possible  collapse  of  the  project. 

The  following  table  shows  the  relation  of  the  proposed 
scheme  to  the  systems  recently  adopted  by  a  group  of  states 
in  the  American  Republic,  where  pension  legislation  for 
teacheis  has  unquestionably  reached  its  highest  development 
up  to  the  present. 


*Sec  p.  30. 
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Sources  of  funds 

Su]K'rannuation  allowance 

State 

1 

State,  etc. 

Teachers 

Amount 

Service 

Age 

-Massachusetts 

State      appro- 

3   to    7    per 

Annuity     pur- 

30 years. 

Voluntarv 

priation  annu- 

cent,  of  an- 

chased bv  con- 

at 60; 

ally. 

nual  salary. 

tributions  and 
equal     sum 
from  the  state. 

compul- 
sory at  70. 

Connecticut.  .  . 

State      appro- 

5 per  cent,  of 

Annuity     pur- 

35   years, 

Voluntary 

priation  annu- 

annual  sal- 

chased by  con- 

or 30 

at  60; 

ally. 

ary- 

tributions  and 

years  and 

compul- 

an equal  sum 

age  60. 

sory  at  70. 

from  the  state. 

Pennsylvania .  . 

State    appro- 

Contributions 

Annuity     pur- 

None 

Voluntary 

l)nation  annu- 

according 

chased  bv  con- 

specified. 

at  62; 

ally  to  accumu- 

to   age    at 

tributions,  and 

compul- 

late a  reserve 

entrance. 

from  the  state 

sory  at  70 . 

for  each  teacher 

1/160  of  sal- 

to provide  half 

ary   for   each 

the  allowance 

year  of  service. 

M-rmont 

State      appro- 

5 per  cent,  of 

Annuity     pur- 

30 j^ears. 

Voluntarv 

priation  annu- 

annual sal- 

chased by  the 

at   60   for 

ally  to  accum- 

ary. 

equal    contri- 

women, 65 

ulate  a  reserve 

butions        of 

for     men ; 

for  each  teach- 

teacher  and 

compul- 

er to  provide 

state. 

sory       for 

half  the  allow- 

all at   70. 

ance. 

New  Jersey. . .  . 

State    appro- 

Contributions 

Annuitj'     jjur- 

35    years, 

Compul- 

priation annu- 

according to 

chased  by  con- 

or 20 

sory  at  70. 

ally    approxi- 

age  at   en- 

tributions, and 

years  and 

mately   equal 

trance. 

from  the  state 

age  62. 

to    teachers' 

1/140  of  sal- 

contributions. 

ary   for  each 
year    of    ser- 
vice. 

The  suggested 

scheme  .  . .  . 

State      appro- 

5 per  cent,  of 

Annuitj- 

None 

Annuity 

priation  annu- 

annual sal- 

double of  that 

specified. 

begins    at 

ally  to  accu- 

ary. 

that  purchased 

60  regard- 

mulate a  re- 

by    teacher's 

less  of  time 

serve  for  each 

payments    to 

of  with- 

teacher to  pro- 

old age  fund. 

drawal. 

vide  half  the 

allowance. 
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Disablement  allowance 

Refunds  at  death 
or  withdrawal 

State 

Service 
required 

Amount  paid 

Massachusetts 

15  yea.is. 

Same  basis  as  old  age 
pension. 

Contributions  of  teach- 
er,  with  3  per  cent . 
compound  interest. 

Connecticut. .  . 

Till  age  55. 

Same  basis  as  old  age 
pension. 

Contributions  of  teach- 
er,    with     comi)ound 
interest     at     current 
rate. 

Pennsylvania.. 

10  years. 

Annuity  purchased  with 
accumulated   contri- 
butions, plus  1/90  of 
final  salary  for  each 
year  of  service. 

Contributions  of  teach- 
er,    with     compound 
interest — or     equiva- 
lent annuity. 

Vermont 

0  year.s. 

Half  salary,   including 
superannuation     al- 
lowance. 

After  .si.x  years'  service 
contributions  of  both 
teacher   and   state, 
without     interest;     if 
within     six     year.s, 
teacher's    contribu- 
tions   only,     with    4 
per    cent,    compound 
interest. 

New  Jersey .  .  . 

10  years. 

Annuity  purchased  with 
accumulated   contri- 
butions, plus  1/70  of 
average    salary    for 
last  5  years  for  each 
year  of  service. 

Contributions  of  teach- 
er,    with     compound 
interest. 

The  suggested 
scheme .... 

None 
specified. 

Half  salarj-,  including 
superannuation     al- 
lowance. 

Contributions    of    both 
teacher   and   state, 
with  4  per  cent,  com- 
pound interest,  after 
deduction  of  all  dis- 
ability insurance 
premiums. 
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It  will  be  seen  that  the  suo;s<-'stod  plan  follows  most 
closely  that  of  Vermont,  which  the  writer  regards  as  the  best 
now  in  operation.  The  chief  points  of  difference  in  the  two 
schemes  may  l^e   most  clearly  seen  from  another  synopsis: 


The  Vermont  Scheme. 

The  annuitant  is  credited  witli  the 
full  amount  of  the  deposits  made  by 
him  and  bj'  the  state  in  his  behalf. 


A     minimum     retirement 
employees  is  prescribed. 


age 


Six  5'ears  of  service  are  required 
as  a  condition  of  the  disablement 
allowance. 

The  cost  of  disablement  allowances 
is  paid  out  of  forfeitiu-es  (a)  of  state 
contributions  made  in  behalf  of  teach- 
ers who  die  or  withdraw  before  com- 
pleting six  years  of  service;  (b)  of 
interest  on  contributions  made  by 
teachers  and  by  the  state  in  their 
behalf,  in  cases  of  withdrawal  or  death 
after  more  than  six  but  less  than 
thirty  years  of  service. 


llefimd  ot  the  teacher's  contributions 
only,  with  4  per  cent,  interest,  is  made 
in  the  event  of  death  or  withdrawal 
before  six  years  of  service  are  com- 
l)leted;  return  of  the  contributions  of 
botii  teacher  and  state  is  made  when 
the  period  of  service  exceeds  six  years, 
but  no  interest  is  allowed  thereon.* 


The  Proposed  Scheme. 

The  annuitant  is  credited  witli  the 
amount  of  the  deposits  made  by  him 
and  by  the  state  in  his  behalf,  less 
a  yearly  charge  for  disablement  insur- 
ance. 

Xo  minimum  retirement  age  for 
employees  is  prescribed;  but  the 
annuity  does  not  begin  till  age  sixty, 
though  resignation  may  occur  earlier. 

The  teacher  is  eligible  for  the  dis- 
ablement allowance  from  the  outset 
of  his  work. 

The  cost  of  disablement  allowances 
is  met  by  the  payment  of  insurance 
premiimis  yearly  on  just  such  amount 
as  is  necessary  to  provide  the  promised 
benefit  for  the  individual  employee. 
Such  insurance  is  on  the  mutual  ])lan ; 
the  cost  of  the  premiums  is  divided 
equally  between  teacher  and  state, 
though  in  reality  the  former  bears 
all  the  expense  when  salaries  have 
adjusted  themselves. 

Refund  of  the  contributions  of  both 
teacher  and  state,  with  4  per  cent, 
interest,  is  made  in  the  event  of  with- 
drawal or  death  at  any  time,  after  the 
cost  of  .such  teacher's  disablement 
insurance  has  been  deducted. 


In  closing  our  discussion  of  the  subject  we  may  say 
that,  though  superannuation  schemes  for  teachers  can  be 
made  an  important  means  of  furthering  educational  progress, 
they  cannot  accomplish  everything  in  the  way  of  school 
reform.       That    there    avc    other    vital   factors    in    the    matter 


'^In  the  fii-st  draft  of  the  Vermont  scheme,  interest  on  these  contributions,  at  .3'4  per  cent., 
was  provided  for.  The  legislature,  however,  refused  to  allow  this  provision.  As  the  law  stands 
at  present,  a  teacher  who  dies  or  secedes  after  almost  thirty  years  of  service  forfeits  in  interest 
on  his  own  deposits  alone  a  sum  nearly  equal  to  his  total  contributions. 
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is  evident  on  considering  the  excellent  schools  which  may  be 
found  in  some  countries  where  no  pension  systems  at  all, 
or  only  very  imperfect  ones,  are  in  operation.  So  long  as 
teachers'  certificates  arc  granted  to  persons  who  are  not 
qualified  tor  their  duties,  and  who  ha\e  no  thought  of  per- 
manent service,  the  work  done  in  the  schools  will  ])e  poor, 
and  hence  th(>  attitude  of  the  public  toward  educational 
affairs  will  l;e  indift'erent.  Provision  of  old  age  allowances 
for  successive  groups  of  incompetent  teachers  will  not  improve 
the  situation.  The  inauguration  of  a  good  retirement  system 
affords,  however,  an  exceptional  opportunity  for  the  adoption 
of  measures  which  will  ensure  that  a  higher  standard  of 
qualification  and  of  service  shall  be  required  of  the  teaching 
body.  If  full  advantage  is  taken  of  such  opportunity,  the 
raising  of  the  level  of  proficiency  among  instructors  will 
have  the  effect  of  bringing  the  teacher's  vocation  into  higher 
repute;  and  this  fact,  as  well  as  the  assurance  of  an  income 
in  old  age,  will  tend  to  induce  able  men  and  women  to  enter 
upon  teaching  as  their  life  work. 
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APPENDIX  A 


The  following  mortality  table  is  an  abridgment  of  that 
drawn  np  in  1906  by  the  actuaries  of  the  teachers'  pensions 
department  of  England: 

Rate  per  c(Mit.  of 
mortality 
A  g  e  Me  n  W  o  m  e  n 

20 263  .270 

25 480  .315 

30 451  .320 

35 411  .325 

40 475  .343 

45 674  .476 

50 1.009  .758 

55 1.496  1.152 

60 2.209  1.678 

65 3.330  2.480 

70 5.193  3.898 

75 8.333  6.577 

79 11.914  9.847 

It  will  be  noted  that,  except  for  age  twenty,  the  death 
rate  among  men  is  consicleral)ly  higher  than  that  among 
women. 

Comparison  of  this  tal)le  with  those  used  by  certain 
insurance  companies  shows  that  teachers — those  of  England, 
at  least — are  longer  lived  than  most  persons.  For  instance, 
the  death  rate  at  age  twenty  is  given  by  the  American  Ex- 
perience Mortality  Tables  as  1  in  129;  whereas  the  correspond- 
ing rate  in  the  tables  given  above  is  1  in  380  for  men  and  1  in 
370  for  women. 
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